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DEFENSE PRODUCTION ACT 
Progress Report—No. 5—Cotton Controls 


FRIDAY, MARCH 8, 1951 


CoNGREss OF THE UNITED SraTEs, 
Joint CoMMITTEE ON DEFENSE PRODUCTION, 
Washington, D.C. 

The joint committee met, pursuant to call, at 3:05 p. m., in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Fulbright, Capehart, and Bricker; 
Representatives Brown (vice chairman), Patman, Rains, Gamble, 
and Talle. 

Also present: Senators Aiken, Anderson, Connally, Eastland, 
Ellender, Hennings, Hoey, Holland, Johnson of Texas, Johnston of 
South Carolina, Kefauver, Kerr, Long, McClellan, McFarland, Mc- 
Kellar, Monroney, Russell, Smathers, Smith of North Carolina, 
Sparkman, and Stennis. 

Representatives Abernethy, Albert Andrews, Battle, Beckworth, 
Belcher, Brooks, Bryson, Burleson, Camp, Carlyle, Chelf, Cooper, 
Cooley, Davis, deGraffenried, Dorn, Elliott, Evins, Forester, Frazier, 
Gathings, Gore, Gossett, Grant, Harirs, Hunter, Jarman, Jones, Wood- 
row, and Jones, Hamilton C., of North Carolina, Jones of Missouri, 
Jones of Alabama, Kerr, Lanham, Larcade, Lucas, Lyle, McMillan, 
Mahon, Morris, Murdock, Murray, Norrell, Patten, Pickett, Poage, 
Priest, Preston, Rankin, Rayburn, Redden, Regan, Richards, Riley, 
Rivers, Roberts, Rogers, Smith, Steed, Thomas, Thompson, Thorn- 
berry, Werdel, Wheeler, Whitten, Wickersham, Williams, Willis, Wil- 
son, and Winstead. 

The Cuarmman. Let the meeting come to order. 

I might say the purpose of this meeting called by the Joint Com- 
mittee on Defense Production—of the Senate and of the House—is 
because of numerous letters, telegrams, and requests we have had 
from Various members of the Senate and various Members of the 
House who have complained about the recent cotton freeze order. 

There has been a list handed to me of those desiring to be heard. 
I shall call the names and if any other Senator or Congressman 
desires to be heard, if he will be good enough to give his name to the 
assistant clerk of the joint committee, Miss Woodhouse, it would 
facilitate matters. 

Those whose names I have are: Senators Hennings, Kefauver, 
McKellar, Sparkman, and Stennis; and from the House, Congress- 
men Beckworth, Bryson, Cooley, deGraffenried, Morris, Poage, 
Richards, Rogers, Thompson, Werdel, and Wilson. 

Is there anybody else? 

129 
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So there will be no mistake, so no one will be left out, be kind 
enough to submit your names to Miss Woodhouse who is right here. 

I might say this further for the benefit of those who are here. 
Mr. DiSalle has a meeting at 5 o’clock. Of course, this meeting is 
more important than—probably to our way of thinking—any meeting 
he may have at 5. Nevertheless there will, no doubt, be a great many 
other gentlemen who will want to be heard, and if we could limit 
ourselves to the issue at stake—the ceiling on the price of cotton—I 
think it will facilitate things greatly. 

Now, I understand there are many other groups who are also com- 
plaining. For instance, the automobile dealers, certain meat interests, 
and others. So if we can limit ourselves to cotton, that is what this 
meeting is called for, and another day we will go on with the auto- 
mobile dealers and with the other interests who also have their 
complaints. 

I might say that I have spoken at length on this, so I shall not 
attempt to make another speech, but I might only say that I believe 
the order to be seavanonalile and unworkable. I say that as a former 
cotton man, as one who was on this committee and went through the 
last war with the late John Bankhead, who was then chairman of 
the subcommittee on these matters. 

I see Senator Clinton Anderson here, who was Secretary of Agri- 
culture, and others with whom I have talked. I do not think the regu- 
lation is workable. What can be done about it is another question, be- 
cause, as far as I can see, I see no law violation. I realize the fact that 
the Economic Stabilization Administration and Mr. Johnston put this 
order on. Some have suggested that the law be immediately - = ed. 
As a legislator and one who has been in the Senate, I believe that 
most of you who have served in Congress for any length of time 
realize you cannot change any law overmght. 

I had an amendment drawn to the present law, and I am going to 
insert that as part of the minutes of this meeting. My amendment 
will affect subsection (e) in the new bill, when it is passed, and I add 
to it subsection 6, “Prices for agricultural commodities when sold by 
farmers in the form in which generally sold by farmers are exempted 
from any price controls.” That takes in agricultural products. I do 
that because in these United States the various States have various 
interests and different agricultural products. For instance, in one 
section there is wheat, and in another there is corn, and in another 
there is tobacco, and in another there is cotton, and so forth and so on, 
and what affects one affects all. My only fear is—the ceiling price has 
been put on at this time when the farmers have sold their cotton. My 
fear is as to the effect this will have upon the production for next 
year’s cotton and what effect it will have toward the socialization of 
agriculture in future years. That is the great concern that concerns 
me. 

(The amendment referred to is as follows :) 

Subsection (e) of section 402 of the Defense Production Act of 1950 is amended 
by inserting the following paragraph immediately following paragraph (v) and 
by changing the designation of paragraph (vi) to (vii): 

“(vi) Prices for agricultural commodities when sold by farmers in the form 
in which generally sold by farmers ;”. 

The above amendment exempts sales of agricultural commodities by farmers 
from the authority conferred by the price and wage stabilization title of the 
Defense Production Act of 1950. 
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The CHamman. Without further statement, I will call upon Con- 
gressman Brown, vice chairman of the committee, at this time to see 
what he hastosay. Then, I shall call upon Senator McKellar, who is 
leader of the group that went to see the President of the United States 
some few weeks ago. 

The Vice CHarrmaNn. We have had both Mr. DiSalle and Mr. 
Johnston here before. I questioned Mr. DiSalle at that time for 
about an hour. He and I do not agree in regard to a ceiling for raw 
cotton. I am glad to have in agreement with me all the produc ers, 
representatives of all producers, all the mill people, and I understand 
the Department of Agriculture. So, I think I have on my side the 
people who know most and best about the cotton industry. 

I took the position that you could not control raw cotton. If you 
undertook to place the ceiling on raw cotton, you would disrupt the 
whole organization, and it would not be effective but would be destruc- 
tive; that you could put a ceiling on the finished product of cotton, 
like Mr. Bowles did. 

Mr. Bowles went into this question thoroughly. I think he saw 
that he could not put a ceiling on raw cotton and preserve the cotton 
market. We would not have any market, because unless you have the 
exchanges operating you cannot have a market. 

Now, I realize there are a lot of people in this country against 
exchanges—a lot of people make money speculating. But at the same 
time, the grain grower and the cotton producer depend for a market 
upon our exc hanges. 

Mr. DiSalle did not agree with me altogether. He said there is 
quite a difference from the last war when we put ceilings on textiles 
but not on raw cotton. He said the difference was that at that time 
we did not have parity for cotton. I think both times, then and now, 
we ought not to do anything that would discourage abundance of pro- 
duction, and that is the reason we put it on textiles, not because it was 
below parity but because we wanted to assure abundance of production 
of cotton. The same situation exists now except cotton is above 
parity. But anyway our goal is to assure full production of cotton. 

I suggested to Mr. DiSalle that the Agriculture Department had 
worked out a program that would be effective and would control raw 
cotton without destroying the market. He finally agreed to take this 
matter up with the Department of Agriculure. 

Now I want to know what the Department of Agriculture recom- 
mended and why their recommendation was not approved. They 
have there, of course, experts who have given their whole life to this 
subject, and I would like to know what the recommendation was to Mr. 
DiSalle. I would also like to know why it was not accepted, as it was 
not accepted. 

The Cuarrman. The next order, according to the vice chairman, 
will be to go down the list of those that have been given to me. I will 
call upon Senator McKellar because as President of the Senate he 
has rendered valuable service. He headed the group that went down 
to the White House. Then we will have Vice Chairman Brown call 
on some Member of the House, because this is a joint committee of 
the House and the Senate. 

Representative Parman. Mr. Chairman, after we hear from Senator 
en suppose we hear from the Secretary of Agriculture and Mr. 
DiSalle. 
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The Cuarrman. After we hear from Senator McKellar. 

Senator McKeuuar. I think it would be better, Mr. Chairman, to 
hear from the departments first. 

The Cuarmman. Then we will ask Mr. Brannan to answer the ques- 
tion that Mr. Brown has asked, and answers the questions that Con- 
gressman Patman and other members of the joint committee, includ- 
ing myself, have tried to make so plain in two previous hearings. 

Representative Ranxrn. I did not hear my name called, but I asked 
this morning to be put on the list. I introduced a bill to prohibit a 
ceiling on cotton, and I understand Senator Eastland has introduced 
one inthe Senate. I would like to have that in the record. 

The CuHamman. We will be glad to hear from you. 

Mr. Secretary. 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Secretary Brannan. Mr. Chairman, first of all, I would like to say 
to you-— 

Senator McFarianp. Mr. Chairman, I wonder if the Secretary 
would mind using the microphone. 

The Cuarrman. That is not a loud speaker. That is for radio. I 
might say this: We had loud speakers, but in the economy wave they 
took our loud speakers away. [ Laughter. ] 

That is a fact. 

Mr. Brannan, would you please speak as loud as possible? Would 
you mind standing, Mr. Brannan, so we could hear better? 

Secretary Brannan. Mr. Chairman and gentlemen, I want first of 
all to say that I have been in agreement with the objective of attempt- 
ing to stabilize the prices of agricultural commodities somewhere 
within reasonable levels as contemplated by the act which was passed 
by the Congress; and that we in the Department of Agriculture have 
attempted to be of the maximum amount of assistance to Mr. DiSalle 
in his efforts to achieve that end. 

Second, I think it is clear to everybody in this room, and certainly 
to the committee and the Members of the House and Senate, that the 
responsibility for doing that job rested on Mr. DiSalle, and does 
rest on Mr. DiSalle, and that the function which the Department of 
Agriculture can perform in the undertaking is to render him all the . 
advice and assistance that he can call upon us to supply. 

The Cuatrman. What does the Department render in the way of 
advice about ceilings on cotton? That is what we want to find out— 
400 different grades and staples. 

Secretary Brannan. Mr. Chairman, we submitted to Mr. DiSalle 
our views about how the problem ought to be approached. I would 
say very frankly, Mr. Chairman, that inasmuch as the views which 
the Department submitted to Mr. DiSalle were only one group of 
recommendations for solving this problem, that they might i | be 
discussed by Mr. DiSalle. 

The Cuarrman. A lot of us have been trying to solve the cotton 
problem as well as agriculture. I read in the paper that Mr. John- 
ston, who, I understand, we can appeal to, wrote to Senator Lodge— 
all I know is what I saw in the paper—he was even thinking about 
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rolling prices back. There is certainly nothing in this law that gives 
anybody any right to roll prices below parity or roll any prices back 
en be they also roll wages back. 

I read that in the paper. 

Secretary Brannan. That, Mr. Chairman, was not my statement. 

The Cuarrman. I did not say so, but it was in the paper. 

Secretary Brannan. In very brief terms, Mr. Chairman, it was in 
general our suggestion that the efforts to maintain some stability in 
price for cotton goods in the market place should probably be applied 
in the market place rather than on the raw cotton. We therefore 
developed an analysis of how the present proposals might work, and 
whatever virtues and whatever defects we found in them, and then 
also went on to state, on the positive side, that the application of 
some controls in the commodity market, coupled with some actions 
which the Department could from time to time take as Mr. DiSalle 
might ask of us, might achieve the stability for which we were all 
seeking. 

I do want to say very frankly to everyone here that we at no time 
represented to Mr. DiSalle that the proposals which we made would 
put an ironclad limitation on the rise in the price of cotton, of last 
year’s cotton; and that there is an area of judgment, as to what is 
necessary to maintain the prices at a predetermined level, which he 
again has the obligation and the duty to determine. 

The Cuarmman. Then you did not recommend the strait-jacket 
price Mr. DiSalle got out ? 

Secretary Brannan. Mr. Chairman, we did not. 

The Vice CHarrmMan. I suppose that all of your proposals are in 
writing. 1 would like your entire proposals to OPS to be incorporated 
in the record. 

Secretary Brannan. If that is the wish, we can do it. 

The CHatrmMan. Without objection, it will be made part of the 
hearings. 

(The information referred to is as follows :) 

Fesruary 24, 1951. 
Mr. Micwaet V. DISALte, 
Director of Price Stabilization, Washington, D. C. 

Dear Mr. D1Satte: This is in reference to the proposed regulation we recently 
discussed, a copy of which you left with me, and which provides for the im- 
position of price ceilings to cover all sales of American upland raw cotton at 
all levels in the marketing system. 

I have carefully studied the proposal, as have members of my staff, and we 
have concluded there are strong and compelling reasons which militate against 
the adoption of a control program which provides for ceiling prices on raw 
cotton at all sales levels. Instead, we should like to suggest the adoption 
of an alternative program which would provide for the placement of ceiling 
prices on sales of cotton textiles at the mill level contingent upon the adoption 
of certain actions designed to prevent undue fluctuations in raw-cotton prices. 

Some of the problems involved in administering the type of regulations you 
suggest, comments prepared by various segments of the cotton trade, a more 
detailed outline of our proposal, and the copy of the proposed regulation you 


left with me, are enclosed. 
We have the following specific comments to make in reference to the regulation 
you propose: 

1. The fact that legitimate hedging operations on the basis of past agree- 
ments for practical reasons cannot be consummated under your proposal 
will create repercussions that can easily result in considerably less pro- 
duction of cotton in 1951 than otherwise would be the case. The best hope 
of true stabilization is production. Action on 1950 crop cotton must clearly 
keep this goal in mind. 
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2. It does not provide for specific and well-defined standards which could 
be clearly interpreted in a uniform manner by all groups. To develop such 
standards would be a difficult task, since sales of raw cotton usually are 
consummated on the basis of an agreement as to value between the buyer 
and seller, each for himself, basing his opinion on factors and judgment 
not clearly or directly traceable to a uniform interpretation of official stand- 
ards covering grade and staple. 

8. It probably would eliminate certain segments of the cotton-merchan- 
dising trade which perform useful and essential functions in the marketing 
system. These include various types of local buyers, merchants, and brokers. 

4. It would seriously impair and might completely disrupt trading opera- 
tions through the cotton exchanges. These exchanges provide the medium 
through which the great bulk of trading is done; they are an essential part 
of a complicated but efficient cotton marketing system. 

5. It would result in a marked increase of cash business. Cotton trad- 
ing is essentially a credit enterprise, and any program adopted must pro- 
vide for it. Regulation of credit will be needed, but its sharp impairment 
would seriously disrupt the cotton-marketing system. 

6. It does not touch upon the manner in which enforcement would be 
accomplished ; in our opinion, enforcement would be an almost insurmount- 
able task. If the program cannot be enforced, it may not effectively control 
prices, but instead may result in the transfer of a substantial volume of 
business from legitimate operation to outright violation. 

We should like to make the following points which strongly support the alter- 
native program which we offer for your consideration, details of which are con- 
tained in attached documentation : 

1. It would permit raw cotton prices to move in either direction at points 
throughout the marketing system at levels below that reflecting the over- 
all ceilings on textiles. 

2. It would permit the continued—and, within limits, the relatively free— 
operation of cotton exchanges. After opening pressures on the market have 
been dissipated, prices probably would stabilize, although not necessarily at 
levels that prevailed during the freeze period. It naturally follows, however, 
that mills would not long continue to pay a higher price for raw cotton 
than that which would permit them to profitably sell their textiles under the 
textile price ceiling. 

3. It is workable and enforceable. 

4. It is believed the program would be acceptable to farmers generally, to 
the various segments of the cotton trade, and that it would result in prices 
to consumers not different from these contemplated in the program you 
suggest. 

In addition, we should like to mention specifically another point which is an 
essential part of our proposal; namely’, that mills should be permitted to ful- 
fill their sales contracts made prior to January 27,1951. Price ceilings for cotton 
goods thus could be established on a basis of sales, rather than actual deliveries, 
during the base period. 

I can assure you that the staff of the Department is continuously available 
for services as required in the solution of this complex and important matter. 

Sincerely yours, 

CHARLES F’, BRANNAN, Secretary. 


ProcRAM PROPOSED BY THE DEPARTMENT OF AGRICULTURE To PREVENT UNDUB 
FLUCTUATION IN THE Price oF CorTTron IF CEILING Prices ARE PLACED ON 
CorTrron TEXTILES AT THE MILL AND THERE ARE No CEILINGS ON THE Raw 
CoTToNn 


It is believed that fluctuations in the price of raw cotton during the 1951 calen- 
dar year may be held within reasonable limits under this proposel program, and 
assuming that the 1951 production goal largely is attained. The proposals 
should result in average prices for Middling 15/16-inch cotton in the 10 designated 
markets not materially different from the freeze level, provided there is no crop 
failure. 

If because of unforeseen reasons or events the program does not accomplish 
this objective, additional steps would become necessary, such as the enforced 
liquidation of accumulations of cotton through declaration of scarcity alloca- 





tion, and requisition. 
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The Defense Production Act of 1950 specifically provides 


the proper authority. The program consists of the following steps : : 
1. The Office of Price Stabilization will amend its General Ceiling Price Reg- 


ulation of January 26, 1951— 


(a) To prohibit the speculative purchase, except for liquidation, of any 
cotton for future delivery in any old crop month (March, May, and July, 
1951), including straddle purchases; and 

(b) To exempt raw cotton from price ceilings, conditioned upon the actions 
outlined in step 2 having been taken by the cotton futures markets; and 

(c) To permit mills to fulfill their sales contracts made prior to January 
27, 1951. If it is impossible to announce specific price ceilings on individual 
yarn and textile construction, simultaneously with the announcement of this 
program, it is suggested that mills be permitted to offer and sell their products 
at prices based on daily quotations in the goods markets during the base 
period December 19, 1950 to January 25, 1951. 

Although practically all major textile constructions are quoted daily in 
the goods markets, it is suggested that mills making special products or sea- 
sonal types of goods be permitted to offer and sell their products at normal 
price relationships with prices of comparable commodities fixed by sales 
and regular quotations during the base period; provided, however, that 
mills making such specia! products and seasonal goods would be required 
to advise the Office of Price Stabilization of the price at which such con- 
structions were being offered. 


2. Before trading in cotton for future delivery is resumed, the New York 
Cotton Exchange, the New Orleans Cotton Exchange and the Board of Trade of 
the City of Chicago, each will— 


(a) By appropriate action, direct all brokerage firms to notify their cus- 
tomers immediately that all existing open credit extended to hedging ac- 
counts involving any old crop future (futures expiring prior to August 1, 
1951) are canceled effective April 15, 1951, and that no credit will be allowed 
for carrying any old crop contracts after April 15, and 

(b) Provide by regulation or rule (1) that no exchange member or firm 
member shall extend any credit, directly or indirectly, under hedge letter 
or otherwise, to any person for the purpose of carrying any new speculative 
position in any cotton future, including any speculative straddle position; 
(2) that on all hedging transactions made after May 1, 1951, the margins 
shall not be less than the rate required by the clearing organization on 
the position of clearing members; and 

(c) Provide by regulation or rule that with respect te all speculative 
transactions in any new crop cotton future (futures expiring after August 
1, 1951), if on any day such future shali close as much as 200 points above 
the January 26, 1951, closing price, the margins will be increased to not 
less than 50 percent of the contract price; that if on any day any such 
future shall close as much as 400 points above the January 26 closing price, 
the margins will be increased to not less than 75 perceit of the contract 
price, and that, if on any day such future shall close as much as 600 points 
above the January 26 closing price, the margins will be increased to 100 
percent of the contract price. 


. The United States Department of Agriculture will— 


(a) Announce that no further cotton export allocations will be made 
in the immediate future except as required to meet special distress con- 
ditions and in limited quantities only ; and 

(b) Announce arrangement for the sale of remaining CCC stocks of 
cotton as soon as the market reopens, unless otherwise committed, and in 
any case have the Commodity Credit Corporation make disposition of its 
cotton ; and 

(c) Request the Department of Defense to withhold purchases of cotton 
goods, not deemed absolutely necessary, until after September 1, 1951; and 

(dq) Request the Economic Cooperation Administration to limit further 
cotton procurement authorizations in the immediate future, and will extend 
any authorizations which expire March 31, 1951, so as to permit shipment 
after that date if necessary. 

(e) Through the Commodity Exchange Authority— 

(1) Modify its present reporting requirements to include traders 
in cotton futures holding less than 5,000 bales in any one future; or 
issue, weekly or monthly as required, “special calls” calling for the 
positions of individuals and firms trading in both old and new crop 
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cotton futures, together with the classification of such positions, i. e., 
whether hedging, speculative, or straddle; and 

(a) Make spot checks and audits from time to time to determine 
whether there be any abuse of the credit rules or margin rules of any 
exchange in their application to hedging or speculative transactions ; and 

(3) Report to the business-conduct committee of the exchanges and 
to the Office of Price Stabilization any abuses of credit or margin rules 
found under (2) above, and report also upon the progress of liquidation 
in old-crop futures and from time to time upon the speculative interest 
in the new-crop future. 

4. Any of the above actions could be modified or withdrawn if the average 
price of cotton reaches a point which materially may hinder the attainment of 
the 1951 production goal of 16 million bales. 

5. It is not expected under this program that textile ceiling prices will be 
increased above a level reflecting raw-cotton ceiling prices contained in the OPS 
proposed regulation. This seems reasonable of attainment since mills already 
have made purchases which are sufficient to cover their requirements during the 
early months of 1951; and it is believed that new crop cotton may be available 
at prices below the proposed ceiling to cover mill requirements for the last 3 
months of 1951. Consequently, there remains only a few months during the 
middle of 1951 in which there is any appreciable likelihood that mills would be 
using cotton purchased at prices above the proposed ceiling. 

The facts indicate quite clearly that there is no justification for a pass-through 
provision with respect to cotton textiles. When we have broached the subject 
of a pass-through (escalator) for old-crop cotton with a recapture for probable 
declines in prices for new-crop cotton, mill representatives have clearly indicated 
that on balance they believe they would lose by such a device. With new-crop 
futures at a considerable discount under those for old crop, the mills will be 
anxious not to have any more of the old-crop carry-over in their hands than is 
necessary actually to keep mills operating efficiently. With over 2,000,000 bales 
being carried over into the new-crop year, this program should enable the OPS 
to prevent a break-through of textile price ceilings. Of course, a crop failure 
could drastically revise the situation. 





PROBLEMS IN THE ADMINISTRATION OF A REGULATION IMPOSING CEILING PRICES 
on Raw Corron 


The imposition of price controls covering all sales of raw cotton, at any or 
all levels in the marketing system, would give rise to innumerable and compli- 
cated problems of administration. These administrative difficulties are due in the 
main to the unique merchandising methods, and variations in such methods 
which are necessary to meet the specific needs of various elements of the cotton 
industry. 

There are over 400 recognized official qualities of raw cotton in an average 
crop; each of such recognized qualities represents a different combination of 
grade and staple length. In order to have an effective control program, the 
regulations must be drafted in such manner as to furnish each buyer and seller 
with a working knowledge of the celing price applicable to each different quality 
that may be bought or sold. Lacking this knowledge, he must run the risk of 
program violation, and each such violation would add to the problems of gen- 
eral administration and enforcement. When we consider that the thousands 
of individuals or firms, exclusive of producers, who buy or sell cotton apply vary- 
ing methods and standards in marketing and evaluating cotton we become more 
conscious of the immensity and complexity of the undertaking. The problems 
encountered in such a program are readily apparent in the following description 
of the general cotton marketing practices. 

Cotton moves from the producers’ fields through gins, where it is generally 
sampled for classification and sale, and thence to warehouses. In moving 
through the gin, two practices are followed, depending upon whether the patrons 
of the gin have qualified for the classing and market news services under the 
Smith-Doxey Act 

1. If the patrons of the gin have qualified to receive services under the 
Smith-Doxey Act, a sample is drawn and forwarded to the Department of 
Agriculture for classification. Sometimes a second sample is obtained by the 
producer for use in selling his cotton. Some cotton is sold before the producer 
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receives notice of the official classification. Upon receipt of the classification, 
if the producer has not sold his cotton, he has the opportunity for sale based 
upon the Government class, or otherwise, or of placing his cotton under Gov- 
ernment loan. There is no provision or requirement under this act that the 
official classification be attached to the individual bale. Such classification is 
furnished to producers for their use, at their option, as an additional service 
in the marketing of their cotton on the basis of quality. 

In connection with the 1950 marketing season, this classing service was pro- 
vided for approximately 50 percent of the crop, but since bales are not identified 
thereon as to their official class, and because the great bulk of cotton is now 
out of producers’ hands, it would not be possible at this stage to apply the results of 
this classing service in connection with further marketing of the 1950 production. 

2. If the gin does not draw samples for Smith-Doxey classification service, 
ohe sample may be drawn for the use of the producer in offering his cotton for 
sale. If he is unable to make a satisfactory sale, he may request official classi- 
fication for a fee, as a basis for sale, or for use in placing his cotton under loan. 


METHODS OF SALE 


General statement 

American upland raw cotton passes through many diverse marketing channels 
on its way from producers to mills. In mill areas and in some localities a 
producer may sell directly to manufacturers with few or none of the ordinary 
marketing services performed. This is not the general rule, however, and is in 
contrast to the other extreme in which a producer is far removed from mill or 
consuming centers and thus his cotton usually passes through a number of 
marketing stages before it eventually reaches the manufacturer. 


Typical marketing pattern 
A typical pattern in the marketing system would involve stages about as 
follows: 
1. From producer to local buyer. 
2. From local buyer to other local buyers, to local merchants, or to a com- 
mercial firm, a factor, or broker. . 
3. From purchaser in (2) to a central market cotton merchant. 
4. From central market cotton merchant, through a mill broker, to a 
domestic spinner. If the cotton is for export, the central market cotton 
merchant may sell to a foreign importer. 


Ezramples of marketing practices followed by the trade 

1. A part of the cotton crop is purchased from producers on a “hoground” 
basis; that is, all the bales purchased at a given time are taken at the same price 
without regard to the quality of the individual bales. A larger part of the crop 
is purchased from producers on a “round lot” basis in which the purchase 
includes a number of bales of different qualities; for example, a lot may consist 
of 10 bales, each of which may be of a different quality. Under such conditions 
the prospective buyer evaluates for himself the average value of all cotton in 
the lot, and on the basis of his estimate makes an offer for the entire lot. Such 
buyer later might assign his own classification to each bale, or to the lot in 
general, and resell this lot separately or after assembling with other lots which 
he has purchased. Usually at this marketing stage buyers are local men; they 
may be cotton merchants, ginners, commission men, representatives of cotton 
merchants, or others having some knowledge of cotton quality, and frequently, 
but not always, they are buying or handling the cotton on a commission or 
fee basis. They may, however, be buying for themselves, and may sell their 
holdings daily or as fast as they are able to assemble suitable lots and find 
buyers. 

The buyer is sometimes referred to as a merchant and he may resell on the 
basis of classing the cotton into “even running lots.” The classification which 
he assigns to the cotton is frequently based upon his opinion or knowledge 
of specific requirements of a particular purchaser he may have in mind. For 
example, he may be a buyer, on consignment or otherwise, for a particular mill 
or merchant, and thus his classification would be based upon his experience 
and knowledge of the quality characteristics desired by the prospective user. 
This practice results in “shipping full’ and “shipping shy’ which may best be 
described by an example: Two separate lots of cotton may be identical in 
quality (grade and staple) as classed according to official standards; however, 
the merchant may describe one such lot as “Middling 1 inch” for an exacting 
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purchaser, and the other lot as “Middling 1%..” His assignment of these varying 
descriptions normally is based upon his knowledge of the amount of latitude 
different purchasers permit in the cotton accepted by them. Actually, both 
such lots of cotton would be classed as “Middling 1442” according to official 
standards. However, the prices paid by each of these purchasers largely would 
reflect the value in terms of actual quality. 

2. Considerable cotton is merchandised on the basis of marks, for example, 
“Nero.” This trade name represents a specific quality which is matched against 
an actual sample representing all quality factors involved. A mill often submits 
a sample of its type “Nero” to prospective sellers. Also, merchants frequently 
use marks or types in merchandising cotton which does not match specific 
standards. Sales under this type of marketing are consummated on the basis 
of cotton equal to the type “Nero” in every respect. Trading on the basis of 
marks or types has developed over a period of time as a trade practice necessary 
to meet specific requirements. In other words, some mills require maximum 
uniformity of cotton and combinations of quality factors which cannot be 
described adequately in terms of official standards. 

In case of dispute in transactions involving “Nero” the matter may be 
arbitrated—not according to official standards but according to type “Nero”—and 
settlement made on this basis. 

3. In a number of cases, even-running lots assembled on the basis of the 
Sellers’ appraisal of value may be sold by one merchant to another merchant 
or shipper who will then reassemble the lot according to different standards 
of value, based upon a sale he has in mind to a particular consumer. It rarely 
happens that a merchant is able to deliver to his mill customer, or others, a 
given lot of cotton which he has purchased without reassembling or reclassifying 
it according to other quality factors. 

4. It is the custom of many mills and other consuming establishments to buy 
cotton which is “guaranteed through”; this means that all of the cotton is guar- 
anteed to meet minimum standards such as grade, staple, character, weight, 
breaking or tensile strength, fineness of fiber, or other relevant quality factors, 
all of which taken together represent the quality of cotton required for manu- 
facturing their specific products. In these circumstances it is the usual custom 
of such mills to execute contracts with merchants having an intimate knowledge 
of the type and quality of cotton which will meet the specifications required. 
Under arrangements of this kind, in the event every bale does not meet specifi- 
cations the matter can be handled by the arbitration board established by the 
trade, or as otherwise agreed to. 

& Approximately 80 percent of the cotton involved in transactions between 
merchants and mills is described in terms of the official standards for grade and 
staple length. However, this does not mean, for the reasons discussed in the fore- 
going, that all the cotton would meet the description used if classed by Govern- 
ment classers strictly in accordance with the official standards. 

6. In marketing the cotton crop merchants resort to the use of split-grade 
descriptions such as strict low leaf, middling color, middling bright, middling 
plus, light spotted, light gray, and not infrequently the designation dull. It is a 
little difficult to understand how ceilings would function under this system of 
grading since price quotations for determining values of these split descriptions 
are not available. 

Also, official standards provide for a spread of values with the range of each 
grade box. Any designated lot of cotton, therefore, could be full on the box, equal 
the box, or shy the box. Each would command a differential in price for which 
quotations are not available. 

7. Official standards may be viewed as representing fairly broad range of grade 
and it is not unusual for differences between some contiguous grades based on 
official standards to approximate several cents per pound. Trade groups normally 
make a more minute differentiation by recognizing a number of intermediate 
quality gradations each of which is separately valued. This practice of the trade 
provides a desirable element of elasticity to the market: prices for these inter- 
mediate qualities naturally tend to reflect their relative value based upon supply 
and demand; price differentials are not frozen on the basis of a fairly broad 
range of grades and staples as would be the case under the OPS proposal. Thus 
growers are encouraged to improve cultural practices in order to produce a better- 
quality crop; and mills can operate more efficiently by expanding their use of 
intermediate qualities which are temporarily abundant and contracting in the 
use of those which are not so plentiful. 
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It becomes increasingly apparent, therefore, on the basis of the foregoing de- 
scription that, by and large, marketing practices followed by the trade have been 
developed over a period of many years, and in recognition of the many problems 
that mills and others have been required to solve in the development of their 
business enterprises. There is considerable evidence to indicate that the various 
Segments of the cotton-merchandising trade perform useful and essential func- 
tions in the marketing system. To institute a control program providing for 
ceiling prices on raw cotton, to operate in such a manner as would seriously 
jeopardize or completely eliminate the functions of any such segment is bound 
to result in chaotic conditions and with a loss of efficiency involving increased 
costs, 

OTHER DOMINANT FACTORS IN THE MARKETING SYSTEM 


There are other dominant factors in the marketing system which militate 
against the successful operation of a price-ceiling regulation based upon varying 
combinations of grade and staple. 

Cotton is not a fungible commodity such as wheat, consequently its marketing 
system is peculiarly different from that for fungible commodities. Cotton trading 
is done on the basis of individual bales and each bale has characteristics and 
quality factors which generally set it apart from other bales. 

Under the proposed regulations prepared by OPS a ceiling price is estab- 
lished for all cotton of a specific grade and staple. Actually there are significant 
differences in the value of different lots of cotton consisting of identical com- 
binations of grade and staple. These differences are due to character, tensile 
strength, uniformity, variety, degree of moisture, maturity, fiber diameter, nep 
content, and similar characteristics all of which to some degree affect the manu- 
facturing utility and value of cotton. These are factors which may be determined 
to a limited extent only through visual or manual examinations; laboratory tests 
have been developed for appraising many of them. Such factors are not sepa- 
rately appraised in classification under the official standards, and none of them 
appear to be specifically considered in the OPS proposal. Some of these factors 
are briefly outlined below: 

(@) Character—Character is a term used to cover some of the quality factors 
of raw cotton that are not included or described by classifications under the 
official standards. The character of cotton may vary substantially for the same 
grade and staple length, because of differences in the fertility of the soil, varia- 
tions in the cultural practices followed by growers, location or area where 
grown, frequency and timing of rainfall, harvesting methods, and relative 
efficiency of ginning. 

For instance Middling 14¢-inch cotton produced in the eastern part of the belt 
probably will sell in some cases for a few dollars less per bale than the same 
grade and staple description of cotton grown in the Mississippi Valley area. 
There are some points in Arkansas and Mississippi where cotton of identical 
grade and staple description will bring more per bale than it will at other nearby 
points. Cotton produced in the eastern section and the Mississippi Delta area will 
bring 1 or 2 cents more per pound than an identical quality in some sections of 
the far West. Gray cotton in the South and Southwest is somewhat different 
from gray cotton in the irrigated districts, sometimes bringing as much as $10 
to $15 more per bale in the irrigated district due to character and other quality 
differences. 

It is generally agreed that the cotton crop for 1 year may have a different 
character, over-all, from that produced in another year. For example, in selling 
cotton pooled from the 1948 crop, merchants found that mills were willing to pay 
a substantial premium, in some cases as much as one-half to 1 cent per pound 
above prevailing prices for the same grade and staple of the 1950 crop. This is 
attributed to character differences between the two crops. 

(b) Fiber tensile strength.—This is a factor which is becoming more important 
and is being given consideration by the trade in their buying and selling opera- 
tions. There is a wide variation in the tensile strength, or breaking strength, of 
cotton and this factor is particularly important to mills who have certain stand- 
ards to maintain in their finished cotton products. A number of mills have 
installed testing equipment which is used to measure the tensile strength of 
cotton which they purchase; other mills have agreements with merchants or 
dealers which provide for delivery of raw cotton based upon standard tests of 
tensile strength. Following is a table showing the tensile strength of some 
varieties by areas for the years 1948 through 1950. 
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Tensile strength for cotton 
crop of— 
Variety and State of growth 

1948 | 1949 1950 
Coker 100W (South Carolima).....................-. “ . Peal Me sh 76.3 70.9 73.3 
Se 0) Oe EEL... . sncccuuchodeneiibuecas * § Oe. PST WENIT aK de 82.5 76.7 74.1 
Stoneville 2B (Mississippi).............................. eye sek 82. 6 76.8 76. 3 
Rowden (Texas) intiaadilies woteg 5 ES tibiae 9. 0 82.7 79.1 
Acala 1517 (New Merxico)............-.. 91.1 85. 2 84.3 
PN 8 ESS 77 83.4 86. 4 














(c) Uniformity —This factor relates to uniformity of fiber length and is very 
important. There are, however, significant differences in the length distribu- 
tion of fibers in different samples classified as of the same staple length. Since 
cotton is classed as to staple length on the basis of the typical portion of the 
fibers in a sample as selected by the classer, it naturally follows that a given 
lot of cotton which contains a high proportion of fibers equal to or longer than 
the typical portion as selected by the classer would be more valuable than a 
lot containing a lower proportion of such fibers. 

(d) Variety.—Some differences in value may be attributed to varietal differ- 
ences. There are many varieties of cotton, among which are Stoneville, Delta 
and Pineland, Delfoss, Coker, Eastern Star, Empire, Mebane, Rowden, and the 
various Acalas. The same grade and staple lengths could be obtained frony most 
of these varieties, yet some are considered of greater value than others because 
of the specific quality characteristics that have been bred into each specific 
variety. 

(e) Percentage of moisture-—This factor, while not as important as some 
others, should be considered. The value of cotton varies somewhat depending 
upon its moisture content due to differences in humidity and exposure to rain- 
fall. Too much moisture, as well as too little, may affect slightly the ever-all 
value of cotton. 

(f) Preparation and wastiness.—The degree of wastiness in raw cotton de- 
pends largely upon the degree of maturity and upon the ginning preparation 
of the cotton. This factor is important both in determining the amount of 
waste removed in the manufacturing processing and in the quality of the goods 
produced by the mill, since all neps cannot be removed in the carding or combing 
process. Mechanical picking, faulty cleaning and ginning, are all factors which 
make.a portion of each crop more difficult to describe in terms of official standards. 

Bale-by-bale information with respect to the above six quality factors for the 
1950-51 cotton crop is not available. These quality factors, not subject to a 
general appraisal, are evaluated through Government, mill, or commercial lab- 
oratory tests designed for use in selecting cotton especially suited to meet specific 
individual mill requirements. 

The foregoing factors have not been specifically considered in establishing 
loan prices under the cotton-loan program conducted by this Department. The 
loan program is not a merchandising mediuny but instead it is designed to place a 
floor under prices of average-quality cotton described by grade and staple length, 
and sold in a free market. It is felt that these other factors which effect the 
value of cotton would be reflected in higher prices based upon the relative im- 
portance of such factors. 


SUMMARY 


In summary it may be said that it would be difficult indeed to obtain uniform 
and consistent interpretation for the more than 400 combinations of grade and 
staple length provided for in the official standards on the part of the thousands of 
individuals and firms engaged in normal trading operations. Even if this were 
possible there are other strong and overriding reasons which will make it almost 
impossible to effectively administer a control program providing for ceiling 
prices on raw cotton at all levels. 

In general, cotton is not bought or sold on the basis of specific and fully defined 
descriptions which could be clearly interpreted in a uniform manner by all indi- 
viduals or firms engaged in the business. Sales most usually are consummated 
on the basis of an agreement between the buyer and seller as to the value of the 
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cotton, each for himself, basing his opinion on factors and judgment not always 
clearly or directly traceable to a uniform interpretation of official standards of 
grade and staple. A schedule of ceiling prices which fails to consider these 
factors could only result either in chaotic marketing conditions or wholesale 
and widespread violations. 


EFFrects oF ATTEMPTED Raw CoTTon PRIcE CEILING 
(Prepared by various segments of the cotton trade) 


The following are developments that we would anticipate if a ceiling price 
of say, 45 cents for Middling fifteen-sixteenths, basis of Memphis location, is 
placed on spot cotton and a ceiling at a corresponding price is placed on cotton- 
futures contracts. 

Commencing with the 1951-52 crop year, and assuming that conditions were 
such as to make the ceiling price the governing factor in cotton prices, we believe 
the ceiling price minus costs of carrying from the harvesting period until the 
latter part of the crop year, when the supply situation normally becomes tight, 
say, until May 1952, would be the controlling price. This would make the effec- 
tive ceiling during the heavy harvesting month of September 45 cents minus 1.60 
cents (8 months carrying costs at 0.20 cent) or 43.40 cents. 

The effects during the remainder of the 1950-51 crop year are more difficult to 
foresee. At the outset, we believe a great number of the owners of unsold cotton 
would not accept the fact that the ceiling is here to stay and therefore would 
hold their cotton in the hope that the ceiling will be removed or adjusted upward. 
However, if the ceiling is here to stay, sooner or later they will recognize the 
futility of deferring the sale of their cotton, which costs them about 0.20 cent per 
pound per month, equal to $1 per bale, and, if persevered in long enough, entails 
a risk of carrying their cotton unsold into competition with the new-crop cotton, 
which, as explained in the preceding paragraph, very likely will be cheaper. 
Therefore, what we would anticipate for the remainder of this season would 
be a period of considerable stringency, easing later as the owners of unsold cctton 
came to recognize the inexorability of the ceiling. 

We believe the position of the United States cotton mills is approximately that 
they have sold cotton textiles on the average through June delivery, corresponding 
to May bale openings, and that they have covered their cotton requirements on 
the average to the extent of their goods sales plus perhaps 1144 months’ run—in 
other words, that they are covered, on the average, to the extent of their bale 
openings through the first half of July. To bridge them into the period of ample 
new-crop supply, they still need to buy cotton equal to about 1144 months’ run, on 
the average. In addition, they have bought some 1,000,000 bales “on call,” the 
prices of which have not been fixed. 

(On-call transactions are agreements to buy or sell at a stipulated premium 
or discount over or under the price of a designated cotton-futures option. The 
contract is finalized only when the buyer purchases for the seller’s account a 
corresponding quantity in cotton-futures contracts of the designated option, 
whereupon the.definite price becomes the price at which the futures are bought, 
plus or minus the agreed premium or discount. Until that moment the trans- 
action lacks the indispensable element of a determined price.) 

Until or unless there are sellers of the old-crop-futures options (March, May, 
and July) at or below the ceiling price for futures (and anyhow until the futures 
exchanges resume operations), the mills will be unable to buy the futures con- 
tracts which are needed to fix the prices of their on-call purchases and turn these 
purchases into complete contracts, including the element of price. In the mean- 
time, the sellers generally have declined to make deliveries upon their on-call 
sales, since they lack a complete contract, and presumably they will not resume 
shipments upon them unless or until it becomes possible for the corresponding 
futures contracts to be purchased. So cotton is not being shipped against these 
call-sales contracts and may never be shipped against them. 

The greater part of the mills’ protection of their requirements, however, is in 
the form of purchase contracts for forward shipments at a fixed price. The 
sellers of these contracts are covered in some cases with the actual cotton con- 
tracted for, on hand in their stocks, and in other cases by long cotton-futures 
contracts, which they anticipated selling contemporaneously with the buying in of 
the cotton which they owe to the mills through these contracts. These suppliers 
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are now in a position where they are forbidden to sell the futures longs, which 
represent their protection against these commitments, at a price above the 
ceiling prices, and for the present they are unable to buy the cotton that they 
owe through these contracts at the ceiling price, and there are no means of 
compelling the owners of cotton to sell it to them at the ceiling price. 

As already stated, we anticipate a period of resistance to the ceilings by the 
owners of cotton, during which period this impasse will continue, until there is 
general recognition that the ceiling is here to stay. So long as this period lasts, 
the mill suppliers in this category will have no possibility of fulfilling their con- 
tracts without violation of the ceiling order; and, if it lasts long, the continuity 
of supply for and operations by the mills will suffer interruption. The same 
obstacles will stand in the way of fresh mill purchases, including purchases of 
cotton in place of cotton which their suppliers will have failed to ship for the 
reasons stated. 

Once there is general recognition that the ceiling is here to stay, and holders 
recognize that the accrual of further carrying charges is futile, we believe that 
sellers of spot cotton at/or fractionally below the ceiling prices will reappear. 
We believe nevertheless, that the bringing out of the spot cotton required to meet 
the distributive needs for the rest of the season will be a labored and tortuous 
process, at the ceiling prices, due to the close balance between supply and needs. 

The value of futures contracts is governed chiefly by the price of spot cotton. 
The ceilings for spot cotton are in direct relationship to the peak prices for it 
on January 23, when the peak price for March futures contracts was 44.95 cents. 
The May and July options had been trading substantially lower than the price 
of the March option. It is our opinion that there would not be sellers of the May 
and July options at less than their ceiling, 44.95 cents, and that all 3 months would 
trade at this price, if indeed there were seilers of them. Our reasotis for this are 
that we believe the domestic and foreign mills, who have cotton to buy or un- 
called prices to fix, have been frightened and will now want to cover their needs 
until the new crop with very little delay, and the fact that uniform ceilings for 
all three options and for spots throughout the season leave no reason for differ- 
entiation in price as between the 3 months. A serious aspect of this is that 
those who have bought and sold these three options in good faith at the differ- 
ences between them which prevailed prior to the ceiling, will be fortuitously 
injured or advantaged by arbitrary Government fiat. Those interested in dif- 
ferences between old- and-new crop options will be more drastically affected, 
since the ceilings on the old-crop options presumably will be effective, while the 
new crop options are free to advance several cents per pound before they reach 
the ceiling. We are informed that the amounts involved are such as to jeopar- 
dize the solvency of a number of dealers. 

Whether there will be traders in the old-crop options at or below the ceiling 
of course is a matter of opinion. At the most, it will be trades for liquidation 
only. Trading will be free in the new-crop options, unless the scarcity of sellers 
or adverse crop developments brings the prices of them up to 44.95 cents, but it 
will be limited anyhow by the scarcity of sellers. This will bring about a very 
narrow trading market, without the breadth needed for effective hedging service 
and a long period in which it is most doubtful whether the income of the futures 
houses can cover their operating costs. It would be a very grave consequence if 
these exchanges disappeared, or even survived in a crippled condition; because 
the small toll which the distribution of cotton pays is attributable principally 
to the laying off of price risks through these exchanges and to the outstandingly 
generous bank credit which is available to cotton dealers against their inventories 
by reason of the fact that they do lay off their price risks. 

The greatest loss resulting from closing or crippling the exchanges would be 
that it would make large capital and credit indispensable to an active cotton- 
merchandising business, closing the door to the many modest but useful smaller 
dealers, who are the source of the breadth of competition that helps to hold down 
the merchandising toll. 

Before the market was closed, the mills could meet the demand for finished 
goods from day to day, in any proportions in which it might present itself, be- 
cause they could buy and price any quantity of cotton that they needed for the 
purpose, in any one session of trading. The only variant was price; if they could 
not get all that they wanted at the price trading when they started to buy, they 
could get unlimited quantities by raising their bids until they brought out fresh 
sellers. Obviously, a ceiling will limit the quantity of cotton that they can buy 
or price at one time and will remove entirely the quantitative elasticity that 
depends upon elasticity of price. This not only will hamper the distributive 
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processes from mill te public but also will greatly curtail the ability of the mills 
to contract their forward production. 

Secretary Brannan. Mr. Chairman, I do want to say to you that 
we in the Department have recognized, and I think this whole com- 
mittee recognizes, that production is the real answer to stabilization. 

The Cuarrman. That is right. How will this affect production ? 

Secretary Brannan. That is the point I would like to speak on for 
a moment, and that is the reason we felt as though we were obligated 
to give our best thinking and suggestions to Mr. DiSalle, because any 
major effort to stabilize prices which would interfere with production 
would, of course, defeat the end for which we are all working, and 
defeat the accomplishment of it in the only sound way we know. 

It is anybody’s opinion as to what the immediate effects of the order 
that Mr. DiSalle has issued will be upon production. I think Mr, 
Brown touched 

The Cuarrman. Will you agree to this, with the committee to this 
effect? That when we wrote this law, and in all the hearings—one of 
the main and principal reasons for the advancement of the cotton 
price has not been speculation in its entirety but it has been the 
destruction by nature of the cotton crop, which was reduced from 
16,000,000 bales last year to 10,000,000 bales this year. Will you agree 
with that? 

Secretary Brannan. Of course, Mr. Chairman. I agree that there 
is not only a domestic but a world shortage of cotton this year. 

The Cuarmman. Caused by the weather. 

Secretary Brannan. Caused by the weather here, and caused by a 
lot of circumstances all over the world; caused also by a very high 
increase in the demand arising out of the Korean situation and the 
emergency. 

The CHarrman. It would have gone up anyway—I do not say as 
much as it did—had there been no Korean situation. 

Secretary Brannan. I think that is a fair deduction, Mr. Chair- 
man, although the amount that it would have gone np—— 

The Cuarrman. The cotton price in the world markets is 70 cents; 
is it not, or 80? 

Secretary Brannan. Yes; it is. 

The Cuarrman. Certainly. 

Secretary Brannan. But, of course, that, too, is traceable in part to 
Korean situation. 

I do want to say, Mr. Chairman, that it is our opinion that the point 
upon. which you put your finger a few moments ago, and so did Vice 
Chairman Brown, namely, that if there is real assurance to the pro- 
ducers next year that there will be no roll-back and the producers over 
the country understand that 

The Cuamman. Let me say this: When we rewrite this bill in June 
the producers will be in no doubt about any roll-back. 

Secretary Brannan. Well, Mr. Chairman, I think that is the factor 
which will be greater incentive to the producers than any other one. 
I do not think that a price of around 45 cents could be construed as a 
deterrent upon production from any reasonable point of view. But 
the fact that it might be rolled back below that could have acted as a 
deterrent upon production. 

The Carman. Well now, if you got a price now at 45.7 or one- 
sixth or whatever it might be, with ups and downs all the way from 
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thirteen-sixteenths to one and three-sixteenths, could it not be next 
fall they could roll it back provided the present law is in effect ? 

Secretary Brannan. It is my understanding that it probably could 
be rolled back. 

The Cuatrman. Certainly. That is what I am arguing about. 

Secretary Brannan. The pre-Korean price or 100 percent of parity, 
and just recently parity became the higher of those two, and therefore 
the floor against which it could be rolled back. 

Representative Tarte. Mr. Chairman. 

The Cuatrman. Mr. Talle. 

Representative Tattx. In that connection, Mr. Secretary, will you 
point out the language in the law which will permit you to roll prices 
back ?¢ 

Secretary Brannan. I am sorry, sir, I am not an expert on the bill. 
Mr. DiSalle is the expert on the bill, and the language under which he 
could roll back prices can be pointed out a great deal quicker than I. 
It is he who administers the law, not I, sir. 

Representative Tatue. Mr. DiSalle, will you hold that question in 
abeyance to answer later? 

Mr. DiSaute. I will be very happy to. 

Representative Taiz. Thank you. 

Secretary Brannan. I would like to conclude by saying again that 
we recognize Mr. DiSalle’s responsibilities to the President are defined 
in the law, and that our obligation is to help as much as possible. We 
have done that. I would like to say that it is not an open and shut case 
one way or the other, and there is an opportunity for people of rea- 
sonable judgment to differ about the efficiency of the various devices. 

The ge angie You say it is not open and shut. You think there 
is still a possibility of working out something? 

Secretary Brannan. I will always believe there is a possibility of 
working out something, Mr. Chairman. 

The 4 pccorrmny Any questions ? 

The Vice Cuarmman. I would like to ask one question. 

Of course, the duties of this committee are to see that the law is 
carried out. I would like to read to you, Mr. Brannan, from section 
402 (d) (1) of title IV, Price and Wage Stabilization, on page 8: 

* * * But the President shall make appropriate provision to prevent hard- 
ships and inequities to sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials in 
which seasonal demands or normal business practices require contracts for 
future delivery. 

Now I want you to explain to me how this order recently passed 
— with that section of the law. All the cotton industry, the 
producer, the merchant, the manufacturer, all say that this order is 
not in accordance with that section of the law. 

Secretary Brannan. May I ask, Mr. Chairman, is not that a more 
appropriate question for Mr. DiSalle? He does work with the order. 
It is his responsibility to understand it and know it in all of its terms, 
and I think he would be much better equipped than I to discuss the 
legal extents and possibilities. 

The Vice Cuatrman. Of course, when we have Mr. DiSalle I shall 
put a lot of questions to him. 

The Cuarrman. Congressman Rains. 
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Representative Rarns. I would like to ask the Secretary a question 
or two. 

Mr. Secretary, do you think it is practical to enforce the ceilings 
on raw cotton as they are set out in this order, considering you have 
some 600 different grades and types of cotton ? 

Secretary Brannan. Of course, that is a judgment question about 
which I had hoped I should not be asked to express an opinion. We 
felt that there were better methods of doing it and suggested them, 
but I am not prepared to say that Mr. DiSalle is completely and 
entirely wrong. He has studied it very carefully, and he may be able 
to demonstrate to you here today that it can be done. 

Representative Rarns. Mr. Secretary, how is it going to be enforced ¢ 
I other words, will it require that there be an enforcement agent at 
each country cotton gin throughout the South to determine the grade 
and price of the cotton ¢ 

Secretary Brannan. May I again ask you to put that to Mr. 
DiSalle, who, after all, is the man who has the responsibility for 
enforcing this order, and I think he is much better equipped to answer 
that kind of a question. 

Representative Rartns. I would like to ask one other question, Mr. 
Secretary, and I think this directly concerns you. In various meet- 
ings of this committee I have been led to believe—and I will ask 
Mr. DiSalle the question again outright—there is a movement on 
under the guise of this law to strike down parity in every crop. Do 
you hear anything about that? 

Secretary Brannan. Mr. Congressman, I have seen the same things 
in the newspaper that you have seen. I have not heard Mr. DiSalle 
say any such thing at any time to me, nor have I heard anybody else 
in any responsible position talking about it in terms of a direct con- 
crete suggestion. I am sure there are in Mr. Wilson’s entire organiza- 
tion people who have been exploring that, but who they are, and the 
avenues of their exploration and their conclusions, I am not prepared 
to say. 

Representative Rains. Well, the Secretary of the Department of 
Agriculture still believes it is necessary to have some kind of parity for 
the farmer ? 

Secretary Brannan. I certainly do, and we have very strongly ex- 
pressed ourselves in that regard. 

Representative Rarns. Do you recognize, and is it true, Mr. Secre- 
tary, that the farmer is the only segment of the population of this 
country whose income has been reduced each year for the last 2 years? 

Secretary Brannan. Last 3 years, as a matter of fact. 

Representative Rains. Four years. 

Secretary Brannan. Since 1948 net farm income went from 18 
billions of dollars to about $13,000,000,000. 

The Cuarrman. Would you repeat those figures, because Mr. Di- 
Salle stated to us in executive session that the farmer was the only one 
whose income, that is the farm income, had gone consistently down for 
4 years, and still the only order is put on the farmers. What did you 
say the figure was? 

Secretary Brannan. I said from 1948 to the present time farm 
income has dropped from $18,000,000,000 net to $13,000,000,000 net, 
and the gross income—I cannot recall the specific figures—has de- 
creased very appreciably during that same period of time. 
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Representative Rarns. Do you entertain any fear, Mr. Secretary, 
that this ceiling or this order will totally wreck the cotton market and 
so disorganize it that the farmer will not have any orderly process 
of cotton marketing next year? 

Secretary Brannan. I certainly hope that will not be the result of 
it. I notice that the cotton market did open today for some limited 
trading. 

whe Chakmecaw. Congressman Brown wishes to make a statement. 

The Vice Cuarrman. There will be a vote and roll call in the House 
in a few minutes. 

Representative Rankin. Will the gentleman from Alabama, Mr. 
Rains, yield? We have to go to the House. Will he yield for a 
suggestion ? 

presentative Rarns. I am through. I have finished. 

The Cuarmman. What is it that the Congressman from Mississippi 
wants? 

Representative Rankin. I wanted to call attention to the fact that 
under the present regulations cotton is $96 a bale higher in Mexico 
and $137 higher in Brazil than it is in the United States. 

The Cuarrman. What is the wish of the joint committee? To 
hear Mr. DiSalle? 

Senator McClellan wants to ask the Secretary a question. 

Senator McCierian. A question for clarification. Did I under- 
stand the Secretary to say he had not recommended ceilings on raw 
cotton to Mr. DiSalle? 

Secretary Brannan. Senator McClellan, we did not. We recom- 
mended the mae of the stabilization and control feature in the 
commodity exchange area primarily, and in some other areas in which 
the Department has some jurisdiction. 

Senator McCietian. Did I understand that your recommendations 
to Mr. DiSalle were in writing and that you will make those a part 
of your testimony in the record ¢ 

Secretary Brannan. We will, sir. 

Senator McCurtian. Let me ask one other question. Under the 
OPA procedure followed at that time it worked generally satisfactorily 
when ceilings were put on the finished product with respect to con- 
trolling prices on raw cotton ¢ 

Secretary Brannan. I think it is safe to say that they did operate 
fairly well. 

Senator McCietian. Well, if they worked reasonably satisfactorily 
then, I should like to have some explanation of why, in the light of 
that experience, we now undertake a radical departure from it and 
experiment in some other way in this time of distress with respect to 
the cotton crop? 

Secretary Brannan. Would you like an answer from me or from 
Mr. DiSalle? 

Senator McCietxian. I will ask Mr. DiSalle to answer it, if you 
prefer—if you do not want to express an opinion on it. 

Secretary Brannan. The difference lies in the fact that in that time 
under OPA and World War II there were considerable stocks of 
cotton in the country, as distinguished from a genuine domestic and 
world shortage at this time, which suggested the need for the examina- 
tion of other approaches. I think Mr. DiSalle would have been fail- 
ing in his duty if he had not examined all the possible alternatives. 
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The Cuarrman. The Members of the House have to leave for a roll 
call. I would ask that those who are here who do not have to leave 
please leave vacant the seats of the Members of the House so when 
they return after their vote the seats will be here. Congressman Brown 
said he thought he would have to leave at this time, and I do not know 
how many do have to leave, but please leave the seats of the Members 
of the House vacant, and please be assured that all will be heard. 

In the meantime, since the House Members have to go, unless there 
are further suggestions at this time we will go ahead. 

Now, the Members of the House, those of the — committee, would 
like to wait until their return to hear Mr. DiSalle. So, we will recess 
the meeting until they return, unless some Senators want to make 
some statements. 

Representative Gamer. Inasmuch as I have got to leave, may I in- 
troduce this in the record ¢ 

The CHarmman. Without objection, the telegram will be placed 
in the record. 

(The telegram referred to is as follows:) 

New York, N. Y., March 7, 1951. 
Hon. Ratrexa B. GAMBLE, 
House of Representatives, Washington, D. C.: 

Understand that watchdog committee of which you member will question 
DiSalle Thursday with regard establishing raw-cotton ceilings. Your under- 
signed constituents suggest your kindly asking DiSalle following questions occa- 
sion this meeting: “First, since more Americans are employed growing, mer- 
chandising, and manufacturing cotton than almost any other industry and 
price ceilings on this commodity are vitally affecting those millions of Ameri- 
cans in this industry, it must be assumed that you and your assistants have 
long-established, detailed knowledge of system of distribution raw cotton. Would 
you, for benefit this committee, state what past experience you or those of 
your assistants who worked on the establishment of a price ceiling on cotton, 
namely, Messrs. Kaplan and Leventhal, have in the raw-cotton field. Second, 
in arriving at a decision on putting a ceiling on raw cotton have you adhered 
to the advice of representatives of farmers, merchants, and manufacturers 
who have had decades of experience in the cotton business and have any of 
the above groups stated that a ceiling on raw cotton could be workable. Third, 
have you followed suggestions submitted by the Secretary of Agriculture and 
has the Secretary of Agriculture recommended price ceilings on cotton as im- 
posed by you last week.” Presuming that Mr. DiSalle has to answer the above 
three questions in the negative, we respectfully recommend asking him a fourth 
question : 

“Since obviously neither you nor assistants have sufficient experience in 
raw-cotton field, neither adhered to recommendations of experienced members 
of cotton trade nor to proposals made by Secretary of Agriculture, how can 
you expect your price ceiling on raw cotton rather than on cotton textiles only 
to be acceptable to this committee?” We much appreciate your continued in- 
terest and will be most interested to receive your report on Thursday’s meeting. 

Pau D. Pervutz, Larchmont. 

Frep W. Perutz, Rye. 

B. Rrcwarp Schwasacu, Larchmont. 
M. W. Ferneorp, Scarsdale. 


The Cramman. Let me say this: Can I have the attention of the 
Congressmen for 1 minute ? 

These hearings will not be printed until Monday, and therefore, 
any Congressman who desires to submit a written statement for the 
hearing, or any Senator who so desires, if they will have their state- 
ment here by Monday morning at 11 o’clock before the hearings go 
to the printer, without objection they will be included. 

Is there objection? 
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The Chair hears no objection, so any Senator, any Congressman 
who desires to file statements up to 11 o’clock Monday morning will 
be entitled to do so. 

Senator Kerr. 

Senator Exritenpver. Mr. Chairman. 

The Carman. Senator Kerr asked for the floor. 

Senator Kerr. I will be glad to wait my turn. 

The Cuatrman. Senator Ellender wants to ask a few questions of 
the Secretary of Agriculture. 

Senator Evrenver. Mr. Secretary, you stated a moment ago that 
you had made certain recommendations to Mr. DiSalle. 

Secretary Brannan. Yes, sir. 

Senator Ertenver. Could you tell us, in a nutshell, what those rec- 
ommendations were? 

Secretary Brannan. Senator, I think, in essence, they were —— 
to shift the point of emphasis of the control or stabilization effort 
from raw cotton as originally encompassed in the order issued on the 
26th of January to the textile market, and to the commodity exchanges. 
And to that end, we worked very extensively with the representatives 
of the commodity exchanges both from New York and New Orlea 
and other people, to help formulate some kind of workable devices o 
that character. 

Senator Ettenver. In other words, it was your idea to place the ceil- 
ing on the finished product and let the matter operate as it did under 
World War II? 

Secretary Brannan. On textile, Senator, at the mill level. 

The Cuamman. Any further questions of the Secretary? 

Senator Fulbright? 

Senator Futsrient. Was not that program in World War II con- 
sidered quite satisfactory? 

Secretary Brannan. Yes, Senator Fulbright; but let me again say 
to you in all fairness now, that there were cotton stocks in World 
War II in this country and limitations on exporting, physical limi- 
tations on exporting cotton, which do not prevail today. It is not a 
comparable situation, and I think anybody who has studied it at all 
would have to recognize that fact. 

Senator Futsricut. You can restrict exportation, though, by Ex- 
ecutive order now, can you not? 

Secretary Brannan. Yes. The Secretary of Agriculture does it. 

Senator Fuisricntr. I mean it would have the same effect as a 
physical limitation on exports if you want to use it. 

Secretary Brannan. That is right; and we have used it, Senator 
Fulbright. 

The Cuatrman. Any further questions, Senator Fulbright? 

Senator Fu.ericut. I wanted to ask Mr. DiSalle some questions. 

The Cuamman. They asked he not testify until they returned. That 
was the wish of the joint committee members from the House side, 

Senator Connally? 

Senator Connatiy. May I ask a ; diaries Mr. Chairman ? 

The Cuarrman. Of the Secretary. 


Senator Connatiy. Yes. pita, 
The Cuatrman. Senator, some others wish to ask questions of the 
Secretary. 


Senator Kerr. Go right ahead, Senator Connally. 
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Senator Connatty. I have a telegram here that refers to you. It 
says: 
OPS has rejected Secretary Brannan’s workable cotton stabilization formula. 


What was that? 

Secretary Brannan. That is the one to which reference has been 
made several times, Senator Connally, and of which we are going to 
put a full copy in the record. 

Senator Connatiy. Can you not tell us something about it now? 

Secretary Brannan. Well, Senator, it was to apply a series of sta- 
bilizing and limiting factors in the commodity exchanges and to apply 
the price-fixing devices and powers of Mr. DiSalle on textiles. 

Senator Connautiy. That is very sensible, to put it on the finished 
goods. I agree with you. 

The Cuarmman. Any further questions, Senator Connally? 

Senator Connaty. Is that the essence of your plan? 

Secretary Brannan. That is, Senator Connally. 

Senator ConnaLty. What are these factors you mention? 

You say there are other factors. What are they? 

Secretary Brannan. Such things as the exercise of our allocation 
pores in the Department of Agriculture so that there would be very 
ittle more cotton leaving our country than is now allocated for that 
Parpons second, the sale of the remaining stocks of cotton of Com- 
modity Credit, which I do not think we should kid ourselves as to it 
having any great effect on the market for any appreciable length of 
time, and things of that character. They would have smaller impact, 
but nevertheless, accumulatively, would have helped in the stabilize, 
tion job to which I think we are all committed. 

Senator Connatiy. Was part of your formula to discourage and 
reduce exports all that you could? 

Secretary Brannan. No, Senator, not at all. We have made two 
allocations in the Department of Agriculture this year for the export 
of cotton. The total amount which will move out is approximately, 
I would say, about 3,800,000 or 3,900,000 to 4,000,000 bales of cotton. 
And therefore the remainder stays in the country, and as it does, it 
does have some stabilizing influence in the market place. 

Senator Connatiy. It does have a tendency to reduce the price 
domestically. The more cotton you have got here the more impact 
on the price. 

Secretary Brannan. That is right, Senator, but the Defense Pro- 
duction Act sets that out as one of the objectives. 

Senator Connaty. It did not mention cotton particularly, did it? 

Secretary Brannan. No; I do not remember that it did. 

Senator Connatiy. That you should do that to cotton just simply 
because it is in the section of 

The Cuamman. No; it did not mention cotton. 

Senator Connautiy. That is what I am saying. It did not mention 
cotton particularly. But they had their eyes on cotton, and so they 
romped on it. 

Secretary Brannan. Senator, it was the commodity in short supply 
this year. 

Senator Connatiy. You want to make it shorter by cutting off 
exports. 
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Secretary Brannan. We are going to make the domestic supply a 
little larger by cutting off exports. 

Senator Connatiy. What is that? 

Secretary Brannan. We are going to make the domestic supply 
larger by limiting exports. 

Senator Connatiy. And, of course, that would tend to reduce 
domestic prices. The only place the farmer sells the cotton is the 
domestic, cotton. He does not take it on his back and go to Europe, 
he sells it here at home. 

Secretary Brannan. That is right, Senator, but I would like to just 
call your attention to the fact that we probably will have left in this 
country after the allocated cotton is exported something between 
8,000,000 to 2,500,000 bales, which is one of the lowest carry-overs in 
our history. That, again, is a judgment matter which only the person 
who knows what next year’s crop is going to turn out to be is really 
able to determine. 

Senator Connatiy. All right, I yield to Senator McKellar. 

The Caamman. Senator McKellar, did you wish to ask a question? 

Senator McKettar. I would like to ask one question, which is this: 
As I recall, we had a similar situation in the First World War. We 
had a similar situation in the next World War. They tried out a plan 
that was fairly satisfactory to everybody at that time. It worked 
all right. There has been no complaint of it at all. It worked ex- 
ceedingly well. And why should not the plan be adopted that had 
been tried and found to be a good plan, rather than a plan that had 
not been tried—and the plan that the cotton trade have been using 
for more than a hundred years, this matter of the sale and trading in 
cotton which has grown up through the years, through the centuries; 
it has grown up until it has got to be quite a large business. Every- 
body is used to it. They know how it is used to sell their cotton and 
protect their yields by reason of the future market. 

Why did the Department turn down that plan that has been tried 
and found good and adopt another plan? 

I am repeating a question that was asked by a distinguished gentle- 
man in this country whose name I shall not mention. 

Secretary Brannan. Senator McKellar, first of all, the Depart- 
ment did not turn down that plan. As a matter of fact, it is the es- 
sence of our recommendation. And I think that, again, I must say 
that there is a different supply, domestic and world supply, situation 
than existed during the two previous operations to which you refer. 
But I think it is really Mr. HiSalle who should be given the oppor- 
tunity to discuss the problem in detail from that point of view. 

Senator McKetiar. Yes: I would like to hear him very much. I 
would like to hear him explain that very matter. 

Mr. DiSalle does not come from a part of the country where they 
raise cotton, and I am wondering how it happens that he knows so 
much more about it than those who have been dealing in cotton all 
their lives. 

The Cuarrman. Senator Kerr. 

Senator Kerr. I wish to make a very brief statement on behalf of 
the unanimous Oklahoma delegation. 

The unanimous Oklahoma delegation appears to protest any at- 
tempt to impose a ceiling price on raw cotton. No such action was 
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taken in World War II. We do not understand that such action was 
contemplated under the present law. We join others in the effort to 
prevent what we regard as an unwarranted and unjustified and un- 
workable action. 

We ask permission that an extended statement for the unanimous 
Oklahoma delegation may be added and placed in the record. 

The Cuarrman. Without objection, it will be placed in the record. 

The statement referred to appears on p. 196.) 
e Cuarrman. Are there any other Senators who desire to make a 
statement ? 

Senator Hotzianp. I would like to ask a question of the Secretary of 
Agriculture if I might. 

The CuarrMan. Senator Holland. 

Senator Hotzianp. Mr. Secretary, I understand, of course, that you 
have applied the allocation order set up to the export of cotton. At 
what stage in the cotton industry is that allocation effective? Is it 
effective to the ginned cotton in bales, or at what stage and in what 
condition of the cotton is that allocation order effective ? 

Secretary Brannan. The allocation order affects raw cotton in bales 
at the time it is ready to leave our shores. 

Senator Hot.anp. It does not affect the shipment of cotton goods, 
processed cotton in any form; does it ¢ 

Secretary Brannan. It does not. 

Senator Hotianp. Mr. Secretary, if that is the case, and if the world 
market for cotton is vastly higher than the domestic market, does not 
the price-ceiling structure such as that imposed here play squarely 
in the hands of the processors by allowing them to buy cotton in this 
Nation at the limited price and to export it where their goods, of 
course, come in competition with the goods manufactured from cotton 
bought at world prices much higher than the domestic price. 

Secretary Brannan. Senator Holland, I think that is theoretically 
true. 

Senator Hotianp. Isn’t it practically true? 

Secretary Brannan. I would expect the domestic demand to keep 
most of it back here, though. 

Senator Horxianp. Is it not practically true, also, Mr. Secretary, 
as well as theoretically true, that such a structure plays directly in 
the hands of the processors and against the interests of the producers ? 

Secretary Brannan. Well, Senator Holland, there is now a ceiling 
on it, you see, which changes the situation from that which you first 
described. 

Senator Hoitzianp. Does that ceiling apply to textiles that are ex- 
ported for sale? 

Secretary Brannan. That is correct, sir. 

Senator Hotianp. How is the ceiling so applied ? 

Secretary Brannan. Again I think Mr. DiSalle can do a better 
job of explaining its operations than I can because, as you are aware, 
we are not operating that particular function. 

Senator Hotianp. One more question, Mr. Secretary. Is this the 
only one of the basic commodities against which a ceiling price has 
been imposed ? 

Secretary Brannan. The general order applied to all of the com- 
modities, but cotton is the only basic commodity for which a specific 
ceiling has been established. 
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Senator Hoitzianp. I am asking for information. 

Secretary Brannan. That is correct. 

Senator Hottanp. We have heard of no complaint. At least in 
my office we have had no complaint except that based on the ceiling 
fixed against raw cotton. 

The Cuarmman. And hides, Senator. 

Secretary Brannan. Specific ceilings have also been established for 
soybeans. 

The Cuarrman. They have got it on several things. 

Senator Hotianp. Is it your understanding that the order that 
affects cotton now is intended to be applicable to all of the basic 
commodities as stated in the price-support law? 

Secretary Brannan. I do not think it would, Senator. I do not 
think it is of the character or scope to be applicable to anything 
but cotton. If a similar situation would arise in the case of wheat, 
I think a different kind of an order would have to be developed. 

Senator Hotianp. Mr. Secretary, one more question. Is it not true 
that, sensing the shortage in cotton many months ago, your Depart- 
ment adopted the legal method permitted under the price-support 
structure “ removing the cotton acreage quota or restriction entirely 
from the field of cotton production for the approaching production 
season ? 

Secretary Brannan. We did, Senator. Furthermore, we have put 
on, and are continuing to put on, a very vigorous drive for the plant- 
ing of the maximum amount of cotton acreage that we could reason- 
ably expect to get this year. 

Senator Hotianv. Then your effort in that direction is to increase 
in every way you know how the production of cotton; is that correct ? 

Secretary Brannan. Indeed it is, and that, in our opinion, of 
course, is the basic answer to this kind of a stabilization problem and 
all others. But that cotton will not be here for 6 or 7 months. 

Senator Hotitanp. An imposition of a ceiling tends to work against 
that program that you have instituted to increase production in every 
aatiia way, does it not? 

Secretary Brannan. Senator, so far I am not prepared to say that 
it would mitigate very seriously. I did point out, though, that if the 
producers—in my opinion only—if the producers of the country 
were assured there would be no roll-back, that they probably would 
not be too seriously disturbed by the fixing of the ceiling at around 45 
cents, which was done the other day. 

Senator Hotxianp. Is there any assurance given in the imposition 
of this ceiling order against the possibility of a roll-back or roll- 
backs later ? 

Secretary Brannan. The order, as I understand it, says nothing on 
the subject. The press release did not give information on the sub- 
ject. Mr. DiSalle could interpret the press release and the order 

tter than I. 

Senator Hotianp. Then your Department, having done everything 
within its power under the law to increase the production of cotton, 
and with the imposition of a ceiling which tends to curb the produc- 
tion of cotton, we find the two departments of Government working 
against each other; is that pry + 

Secretary Brannan. Senator, I am not prepared to say that is the 
right conclusion. Because it may be that a clear announcement on 
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roll-backs, coupled with this order, might not interfere with the plant- 
ing of acreage. I am sure there are differences of view on that, but 
it does not mean that we are actually working against each other. 

I assume it is my obligation and Mr. DiSalle, I presume, thinks 
it is his obligation to try to cooperate, and we have been. 

Senator Ho.ianp. So long as there is no assurance against roll- 
backs in the ceiling order, there certainly is the result which I have 
mentioned, that is, one program working against the other in this 
present situation. 

Secretary Brannan. Potentially, it could exist. 

Senator Srennis. Mr. Chairman. 

The Cuarrman. Senator Stennis. 

Senator Srennis. Mr. Secretary, if I understood it correctly, the 
producer as of today faces price controls, and he faces the possibility 
of roll-back in prices, and he faces the possibility of legislation in 
the new controls act affecting prices below parity. Is that not correct? 
You at least read that in the newspapers anyway ? 

Secretary Brannan. I read of the third part. 

Senator Srennis. And the fourth item, he faces export restrictions. 
That is correct; is not not ? 

Secretary Brannan. Yes, itis. That is in existence now. 

Senator Stennis. Now, what assurances can you give us so far as 
your Department is concerned, or so far as your knowledge is con- 
cerned, with reference to these roll-backs? Just how serious a threat 
is that? I think we are entitled to ask you that question, and I am 
sure you want to answer frankly. 

Secretary Brannan. Of course, Senator Stennis, you understand 
we have no jurisdiction on the roll-back problem. We have only 
expressed the view that an order of any kind which fixes a market 
ceiling of around 45 cents would probably not be a great deterrent to 
production if the matter of roll-backs was completely eliminated from 
the picture. 

Senator Stennis. If the matter was completely eliminated ? 

Secretary Brannan. Yes. 

Senator Stennis. But as of now it is not eliminated. 

Secretary Brannan. That is my understanding, but Mr. DiSalle 
might clarify that for us. 

Senator Srennis. And, of course, we have got to run the hazards 
when this Control Act is re-enacted of having the clause stricken out 
that prohibits these prices going below parity. Of course, that is a 
congressional matter. 

The Cxuamman. Let me say this. Let me get the record straight. 
It has been the intent of the Banking and Currency Committee of 
the Senate, and I also understand of the House, that any recommenda- 
tions for parity changes should be taken up with the agricultural 
committees of the House and of the Senate, who for years have studied 
the matter and from which committees the basic legislation came. 
Neither the Banking and Currency Committee, nor this committee, 
in considering changes in the Defense Production Act intends to tem- 
per with parity prices so long as it remains within the jurisdiction of 
the Agriculture Committees of the two Houses. 

Senator Stennis. I am sure of that. 

The Cuarrmman. I just wanted to show that. 
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Senator Stennis. I just wanted to point out here the uncertainty 
of that question in the mind of the producer, and it is an uncertainty 
that cannot be removed now because it will not come up until the De- 
fense Production Act is re-enacted. 

Now in the face of those four conditions we have enumerated, you 
are asking for a 16,000,000-bale production ? 

Secretary Brannan. Yes, sir. sai 

Senator Stennis. And you believe that in view of these conditions 
and these uncertainties—you do not believe the producers will go out 
and plant cotton on an acreage basis enough to produce 16,000,000 
bales, do you? Just give us your judgment on that. 

Secretary Brannan. Are you including the threat of roll-back? 

Senator Stennis. Yes, sir. 

Secretary Brannan. I think the threat of roll-back will be a de- 
terrent, Senator. 

Senator Srennis. And taking all these four deterrents together, 
you do not expect the cotton producers to plant acreage enough under 
normal weather and all to produce the 16,000,000 bales; do you ? 

Secretary Brannan. I think that is a possibility. I hope it is not 
true, but it is a possibility, of course. 

Senator Stennis. Of course, you hope for the 16,000,000 bales, but 
under these conditions and these uncertainties, you do not really expect 
to get that, do you? 

Secretary Brannan. Senator, I would like to say this: We just 
really hope for it and are working as hard as we know how. 

Senator Srennis. I am sure you do not want to mislead these pro- 
ducers, you do not want to discourage anybody by such a statement 
as that. But they have got to plant their cotton within a few weeks, 
and they are entitled to know as near as they can, and I believe they 
will get the idea already from your statements here and your position 
that you just do not expect that 16,000,000 bales of cotton to be pro- 
duced mate these circumstances. And under those conditions, if that 
is correct, I wish you would tell Mr. DiSalle that. 

The Cuatrman. Any other questions? I beg your pardon, Senator. 

Senator Stennis. One other thing. I want to ask a question about 
the difference in the world price and our price. Now suppose you per- 
mit a million bales to be exported out of this new crop and the world 
market is 20 cents above our price here. Who would get the benefit 
of that 20 cents? I am asking for information. I do not understand 
how that works. The producer will not get it; will he? 

Secretary Brannan. No, Senator. 

Senator Stennis. How will that go? 

Secretary Brannan. The man who lives outside the United States 
who has cotton to sell at the world price, of course, is the beneficiary 
to the extent that he has a bale of cotton to sell at that price. And it is 
really not in my line to draw any direct analogy between him and the 
domestic producer. I think we must point out that in the countries 
where they are holding some cotton at very high world prices—very 
little is available because the world stocks are mostly in the United 
States. Also there are a lot of other conditions existing which we do 
not have in this country and would not want to have in this country ; 
in other words, instability of price and depreciated currencies, and 
many, many other things ‘which go along with it. 
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Senator Srennis. One more question, Mr. Chairman. Now, Mr. 
Secretary, with prices controlled as to the manufactured product, you 
do not believe that this control of prices on raw cotton will help the 
consumer, do you—the man who buys the shirt and the cloth or the 
curtains, whatever it is. You do not believe it will help him, do you? 

Secretary Brannan. Senator, of course, that turns on whether or 
not you can hold the textile price if you do not hold the price of raw 
cotton by some device, either as Mr. DiSalle has set out to do, or one 
of the other alternatives proposed. 

_— Srennis. Well, it held in World War II, did it not, fairly 
well? 

Secretary Brannan. It held partly because of the supply situation. 

Senator Srennis. Well, anyway, assuming that it can be held on the 
manufactured product, it certainly will not help the consumer to put 
controls on raw cotton, will it? 

Secretary Brannan. No, I do not think it will. 

The Cuamman. Any further questions, Senator Stennis? 

Senate Stennis. That is all. 

The CuHarrman. Senator Kefauver. 

Senator Kerauver. May I ask a question? 

The Cuarmman. Certainly. 

Senator Kerauver. Secretary Brannan, is it not true that cotton 
producers in all the cotton States are practically unanimously against 
the price-fix order? 

Secretary Brannan. I think the people in the Congress have heard 
more reaction than we have over in the Department. Reflecting what 
we have heard, I think that is probably a true statement. 

Senator Keravuver. Is it not true that the chairmen of your PMA 
committees in various cotton-producing States have advised you that 
this order is going to retard the production of cotton and create un- 
certainty among the producers? 

Secretary Brannan. I think some of them have expressed their 
feeling about the matter, and it has been that when they have ex- 
pressed it. 

Senator Kerauver. Do you not think that is a very bad way to get 
more production, to create uncertainty among the producers in the 
various States ? 

Secretary Brannan. Senator Kefauver, I can only refer to the 
discussion with Senator Holland and Senator Stennis, to the effect 
that the order alone, plus the roll-back possibility or the absence of 
a clear statement on roll-backs might have the effect of offsetting our 
efforts to get a high production. 

Senator Kerauver. Mr. Secretary, as a matter of fact, have you 
not had the fear—and also the Commodity Credit Corporation peo- 
ple—that this uncertainty and inability to gage future markets means 
that Commodity Credit might in the future have to buy a considerable 
amount of cotton that might be produced? Has there not been some 
discussion with Commodity Credit about that possibility ? 

Secretary Brannan. About purchases? 

Senator Keravuver. Yes. 

Secretary Brannan. Of old cotton or next year’s cotton? 

Senator Keravver. Future cotton. 

Secretary Brannan. Well, Senator, the stock situation is too nebu- 


lous now to do any real speculative thinking on that. 
79979—51—pt. 53 
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The Cuarrman. Mr. Secretary, let me ask you one thing. Do you 
consider this an emergency in cotton ¢ 

Secretary Brannan. You mean the effect of the legislation on the 
cotton situation ? 

The Cuatmman. The conditions existing. 

Secretary Brannan. Well, there is certainly a domestic and world 
shortage in terms of the demand for raw cotton. 

The Cuamman. Can you not support the price of cotton in an 
emergency of that kind? 

Secretary Brannan. Yes; we do support it. 

The Cuarrman. In other words, you could support this market 
at 100 percent. 

Secretary Brannan. We are obligated to support it at 90 percent 
right now. 

The Cuatrman. I know that. 

Secretary Brannan. Ninety percent of parity. 

The Cuatrman. I am talking about 46 cents. In the emergency, 
you can support 100 percent of 46 cents, can you not ? 

Secretary Brannan. After a public hearing, and so forth. 

The Cuarmman. But you can do it ¢ 

Secretary Brannan. Yes. 

The Cuarrman. In other words, after a hearing of the Agricultural 
Committees, and you believe it to be an emergency, you could say 
you were going to lend tomorrow morning 100 percent of 46 cents— 
whatever it might be—or 50 cents—on long staple cotton, which is, 
at that value, with the ups for staple and grade; is that right? 

Secretary Brannan. We could make an announcement of that char- 
actor, Senator, after a public hearing. 

The Cuatmrman. And you could do it. 

Secretary Brannan. The authority exists. 

The Cuarmman, Any further questions of Secretary Brannan? 

Secretary Brannan. May I just add one other sentence, Senator, 
to that last answer? 

The Cuarmman. Surely. 

Secretary Brannan. Namely, that there are a lot of other com- 
modities the producers of which would feel as though they were 
entitled to similar treatment. 

The Carman. I am not sure of the law on the books. I can under- 
stand there are other commodities being questioned now. 

Senator Aiken? 

Senator Arxen. I have only one question to ask the Secretary. If 
he finds it necessary to put a support price of 120 percent on cotton 
in order to get adequate supplies, and the Price Administrator decides 
in the consumer interest the ceiling should not be above 110 percent, 
you would both be within your rights legally, but what would happen ? 

Secretary Brannan. Senator, I think we would all be back up here 
again. 

The Cuarrman. Congressman Rankin, did you want to ask a ques- 
tion of the Secretary ? 

Representative Rankin. Yes, I wanted to ask some questions. 

Mr. Secretary, last year you issued the order limiting the export of 
cnthnn, which drove the price of cotton a hundred dollars a bale lower 

act, are you ¢ 
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Secretary Brannan. Mr. Congressman, we did fix some export limi- 
tations on cotton by two allocation orders. I am not prepared to say 
that the interpretation you have put on it is correct. I very frankly 
do not believe it is correct, but I am not prepared to cite book, page, 
day, and hour to question you. 

epresentative _stamanan It is one subject I have studied a great 
deal, the cotton market, and I can say for your information that it 
cost my cotton growers a hundred dollars a bale for the cotton they had 
to sell after that order was issued. 

Now do you realize that our balance of trade, that cotton furnishes 
the balance of trade of the United States with the rest of the world? 
You are aware of that fact, are you? 

Secretary Brannan. Our cotton does what, sir? 

Representative Rankin. Our cotton produced in the United States 
supplies what we call our balance of trade with the rest of the world. 

ac Brannan. Yes, it is one of the major agricultural com- 
modities that does. There are others. 

Representative Ranxry. All right. You have had no experience 
with growing cotton, you know nothing about growing cotton? 

Secretary Brannan. No, sir. 

Representative Rankin. You know nothing about the cotton from 
that standpoint ? 

Secretary Brannan. No, sir. 

Representative Rankin. Do you realize that under this order and 
since your order was issued last year that Mexico and Brazil have 
intensified and increased their production, their acreage in cotton, 
approximately 100 percent ? 

enna Brannan. No, I am not aware of that. And as a matter 
of fact I was in Brazil not so long ago, and there was no evidence of a 
100-percent increase when I was there. 

Representative Rankin. How could you tell? 

Secretary Brannan. Only talking to the people in the country. I 
did not go over every foot of that land, of course. 

Representative Ranxrn. Now, then, do you realize under this order 
that exists today that cotton is $96 a bale higher in Mexico than it is 
in the United States? 

Secretary Brannan. Well, Mr. Rankin, there is not very much 
cotton in Mexico for sale either. 

Representative Ranxry. Do you realize that cotton is $137 a bale 
higher in Brazil than it is in the United States? 

ecretary Brannan. That is right; and there is very little, if any, 
cotton for sale in Brazil. 

Representative Ranxiy. That is what happens when people meddle 
with the cotton market who do not know anything about it. The 
farmers do the suffering. This regulation makes me think of the 
fellow that brought two monkeys from Panama, and he left them in 
his room and went off to church, and when he came back he found 
glass and springs and wheels all over the floor. Those monkeys had 
decided to fix the clock while he was gone. 4 

Meddling with the cotton market in this way by men who know 
nothing about it has hurt the cotton farmers worse than anything 
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else that has happened to them in years and years. I just wanted 
to let the record show that, and I have introduced a bill to prohibit 
the placing of a ceiling on the price of cotton. 
The Cuamman. Without = ye the bill introduced by the Con- 
sman from Mississippi will be made a part of the record. 
(The bill referred to is as follows :) 


[H. R. 3076, 82d Cong., 1st sess.] 


A BILL To amend section 401 (d) of the Defense Production Act of 1950, so as to exempt 
cotton from price control 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (3) of section 401 (d) of the 
Defense Production Act of 1950 is hereby amended by inserting immediately 
after the first sentence of such paragraph (3) the following new sentence: “No 
ceiling shall be established or maintained on the price of cotton.” 

The Cuarmrman. Congressman Brown has not come back yet, but 
he told me, realizing Mr. DiSalle had another engagement at 5 o’clock, 
we should go ahead. You may proceed in your own way now. 

Let me ask you this, Mr. DiSalle: Would you desire to make a state- 
ment and then be questioned, or would you desire to be questioned 
first ? 

Mr. DrSatz. I do not think it is a question of desire, Mr. Chairman. 

The Cuamman. We will do as you wish. I think if the witness 
wishes to be heard and then questioned, we will agree to that. 

Mr. DrSatxz. I would be glad to make a statement. 

The Cuamrman. Without objection, the witness will be heard and 
then questions will be asked. Mr. DiSalle. 


STATEMENT OF MICHAEL V. DiSALLE, DIRECTOR, OFFICE OF PRICE 
STABILIZATION 


Mr. DrSauiz. Mr. Chairman and members of the committee, during 
my many campaigns for public office I have talked to much smaller 
crowds and under unless auspicious surroundings, but possibly more 
friendly in many respects. 

On the question of placing ceilings on cotton, I was faced with mak- 
ing a decision, a very serious decision, and I was faced with the 
remonstrance, or rather the warning of one of my close friends who 
said that he understood that cotton was not a commodity or a material, 
it was a theology. Nevertheless, I weighed all the factors very care- 
fully, and I felt that if we did not place a ceiling on raw cotton that 
the entire stabilization program was doomed. 

It was not easy because I realized that we would be facing a hear- 
ing. It was not easy to decide at what level to place the ceilings on 
cotton because I realized that there would be a good many people who 
would inquire why we took the action that we did, 

I have found out, as far as positions are concerned, that regardless 
of the position you take, you are faced with the alternative of facing 
either one group now or maybe a larger group later on. 

We had that experience in the city council in Toledo when we used 
to establish streetcar routes. We would fix the route of a streetcar and 
would have a large crowd, but a week later we would have twice as 
large a crowd who wanted the streetcar to travel another route. So I 
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felt that we might as well face the problem and find out whether we 
really wanted stabilization. 

I read the act very carefully. The act said that we were to stabilize 
prices. I found nothing in the act providing that we were to stabilize 
all prices except cotton. 

Now, why did we place the ceiling on cotton? The question has been 
asked time and time again today—why did we take an action this time 
that was not taken during World War II? The answer is a very ob- 
vious and a very simple one. Cotton never reached parity during 
World War II. It was never subject to controls. Here we were faced 
with a situation that showed us that cotton had increased 40 percent 
from the outbreak of the Korean crisis until the time we issued our 
general freeze order. 

We were faced with the situation that showed that cotton was 125 
percent of parity. I have been told that parity was the rule to govern 
the fair price of an agricultural commodity, and I thought that when 
it had reached 125 percent that 25 percent more than fair was fair 
enough. 

Now what has happened since we placed the ceiling on raw cotton? 
Here is what happened in the exchange today, which reopened for the 
first time. 

The last closing prices on January 25 were as follows: March, 44.24; 
May, 43.77; July, 43.31; October, 41.36; December, 40.96. 

Opening prices today—March, 45.39; May, 45.39; July, 45.24; Oc- 
tober, 43.35; December, 42.36. 

At 1:30 the market was as follows: March, 45.39; May, 45.39; July, 
45.01; October, 42.44; December, 42.36. 

And at 2:15 there was very little change and the market was very 
active. 

In World War II we had a 10,000,000-bale carry-over of cotton with 
very little in the way of a foreign market to which we could ship 
our cotton. Today cotton is short. The Commodity Credit Corpo- 
ration has less than 100,000 bales available. We felt without ques- 
tion that had we not placed a ceiling on raw cotton that cotton would 
have gone to 50, 51, or 52 cents a pound, or even higher because of 
the short supply of cotton. 

That necessarily would have been reflected in pressures for increased 
prices at the mill level, and consequently to the consumer. Although 
we do not have cotton in Ohio, we sure wear a lot of it. 

Representative Ranxrn. Will the gentleman yield right there? 
I see in the cotton order issued last year cotton was described as a 
food. I wonder if you eat it in Ohio, too? 

Mr. DiSatix. Not cotton; no. 

We felt that if the ceiling had not been placed on cotton we might 
as well abandon a stabilization program. Every industry, every 
businessman, that comes in who resists ceilings on cotton comes in 
with the same story. They say, “The order is not enforceable. You 
will be faced with black markets.” We take those seriously into con- 
sideration, but we have a job to do, a stabilization job, and we have 
to do it in the best manner possible. 

There is nothing in this order that prohibits the normal relation- 
ship existing between buyer and seller. That will continue as they 
have been. The difference is that the trading will take place at a 
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ap below a ceiling which has been established by the normal con- 
uct of the market up through January 25. 

We weighed very mate the question as to whether the placing 
of a ceiling price at 45.76 would place a restriction on production. 
We inquired around through the South, and we found out there were 
very active plans for planting. We found out that most cotton pro- 
ducers would be tickled to death to get 40 cents for their cotton, and 
that 40 cents in itself would serve as a great incentive for production. 

In the State of California, for example, we found that the planting 
acreage has been doubled with the idea of 40-cent cotton. And so we 
felt that certainly there was no restriction on the production of cotton, 
nor on the incentive for production, 

This was not an easy decision to make, but it was made after com- 
plete and sound thinking on the entire subject as it related to the 
over-all stabilization program. 

We feel it was an essential decision that had to be made, one that 
we would have liked to avoid making because there are many difficult 
decisions to make and many problems to face, but we felt there was 
no way of avoiding it. We had to face it squarely, we had to face 
it honestly, and that is what we did. 

Now as far as the bills that have been introduced in Congress to 
decontrol cotton, if that is the wish of Congress, we will of course 
go along with it. As I said when I first appeared before this 
committee on the question of confirmation, “I am an administrator 
of an act passed by Congress, and I will do my best to administer 
that law the way the Congress wrote it.” That is the way we are 
proceeding. We are not reading anything into the act; we are 
attempting to do the best job possible—a very difficult job at best. 
That is the only way we know eure to do it, and that is the way we 
are going to do it. 

The Cuamman. What about the roll-backs, Mr. DiSalle? 

Mr. DrSauze. If we had intended roll-back, it would have been 
stated in the regulation. 

The Cuamman. I understand that. What about the future? 

Mr. DrSaute. As far as the future is concerned, from what we 
were told by the exchange people and others who came in and 
attempted to dissuade us from controlling cotton, they said that 
increased production would take care of that. If there is a roll-back 
accomplished by increased production, we certainly cannot control 
that. 

As far as any action on our part is concerned, no roll-back was 
intended or is intended. 

The Cuamman. What about the proposal that Secretary Brannan 

ave you? Congressman Brown would have asked you about that 
if he had gotten back. 

Mr. DrSauxe. I want to say this: That Secretary Brannan, his 
Department, and his experts, have been very helpful. They have 
been cooperative, and we have discussed the problem at length. 
However, as Secretary Brannan pointed out, the responsibility for 
making the decision was mine, and I had to make it on the facts 
as Isaw them. And although I have never planted any cotton, the 
same thing applies to a good many businesses on which we are forced 
to take action. There are 4,000,000 businesses, and I am not expected 
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to know everything about each one of those businesses. But I do 
listen to the facts as presented by people presenting both sides of 
the argument, and I make a judgment based on my own honest feeling 
of what would be best for the Nation in each individual case. 

The program that was submitted by Secretary Brannan had a 
good many things to recommend it. However, we thought that 
a good many of the suggestions offered would not have the effect 
of holding down the price of cotton because of the shortage existing 
at this time. For example, we did not feel that placing the reserve 
of the Commodity Credit Corporation on the market would have 
any substantial effect because of the smallness of the supply. We 
did not feel that an additional export restriction would have been 
very effective because we have exported possibly all the cotton that 
we can afford to export for this year. 

We did not feel that the restrictions that were suggested to be placed 
by the Board of Governors in the various exchanges would be effec- 
tive because we felt that those people who desired to speculate in cot- 
ton would have the financial means to do it regardless of what restric- 
tions might be placed. 

We felt that the ceilings by grade and area were enforceable, as 
they had been enforceable when they were used as the basis for loans 
by the Commodity Credit Corporation. 

The Cuamman. Let me only suggest this on the Commodity Credit 
Corporation loans, and I am glad the Secretary is here. What per- 
centage of cotton goes into Commodity Credit loans, Mr. Secretary ¢ 

Secretary Brannan. Well, Mr. Chairman, I think a very small per- 
cent. 

The Cuairman. Did you not come before the Appropriations Com- 
mittee, or did not Secretary Anderson, during the days of Commodity 
Credit, and state you did not have enough classers and graders to take 
care of the Commodity Credit cotton that was coming in there, and 
did not the Appropriations Committee give you funds? Because I re- 
member Senator Stennis appearing there asking for funds before Sen- 
ator McKellar and Senator Russell—I saw him here a while ago—who 
is chairman of the Agricultural Appropriations Subcommittee, ask- 
ing for additional classers because of the congestion being so bad, Mr. 
DisSalle, in the primary market they could not get the loans through 
on the cotton. Is that not correct? 

Secretary BRaNNAN. That was a couple of years ago. 

The Cuarrman. Of course, if you are going to control 16,000,000 
bales—I used to be in cotton, I spent 20 years in cotton—when you 
hit September, October, and November at the gin and the railroad 
platform, there are not enough people in the United States that know 
enough about cotton to grade and class and take care of it for the Gov- 
ernment. You are going to find that out. We have thorough experi- 
ence. I think you are going to find it out because Senator Russell 
and Senator McKellar and I worked hard, and Senator Stennis was 
one of the witnesses, and there were others, and we put in additional 
appropriations for extra cotton classers in the bill on the floor of the 
Senate to take care of it because they could not class the small percent 
that you say was then coming to market. That is what you are going 
to be up against. I want to help. I am not here to advocate any 
inflation. There is too much inflation now. But I do not see how 
this thing is going to work. 
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Mr. DiSautz. Mr. Chairman, we do not intend to establish the grade 
of every bale of cotton that is sold. The normal relationship that 
exists between buyer and seller will continue to exist. 

The Cuarmman. I do not understand how it will exist. 

Mr. DrSauie. The buyer will do his grading, and if there is any 
difference with the seller, they will do the same as they do today, submit 
it to arbitration. 

The Cuamman. Suppose it hits the ceiling price. 

Mr. DiSatte. They will buy and sell at their price according to the 

rade. 

The Cuatrman. Who is going to determine the grade of the staple? 

Mr. DitSatite. Who determines it now? 

The Cuamman. The buyer and seller because there has never been 
a ceiling price on it. 

Mr. DiSauzx. The ceiling price will make no difference. 

The Cuarrman. Of course it will, Mr. DiSalle. 

Mr. DrSautx. They will still determine the grades. 

Senator ELtenpver. Mr. DiSalle, I have been informed that accord- 
ing to regulation 8 you invalidate all contracts if the price in that 
contract is in excess of the regulation. Where was your authority 
to do that ? 

Mr. DiSauiz. That question of contracts has not been decided as 
yet and is being considered at the present time. 

Senator EL.tenper. But it is in force now, is it not? You have in- 
validated contracts, if I understand your regulation No. 8. 

Mr. DrSauxe. We have told the people who were interested in the 
contracts that we will take it under considerati6n, and are giving it 
consideration now. There has been no decision made on that. 

Senator ELLENDER. Have you made any decision as to contracts that 
have been made, let us say, between a farmer and a mill? I under- 
stand you have issued a regulation yesterday or the day before. 

Mr. DiSautr. No. 

Senator Ettenper. I have been misinformed then. Is it your inten- 
tion then to further study that question and probably release the 
force of your regulation insofar as it affects contracts that have been 
entered into prior to January 26? 

Mr. DiSaute. That matter is under consideration now, and I would 
not want to tell you just what—— 

Senator Ettenper. Would you show us your authority to do other- 
wise than let those contracts go through, if we have any? 

Mr. DrSauxe. Oh, yes; we certainly have authority to cut across 
contracts. If we did not have it, we would not be able to effect price 
controls at all because we would be faced on all sides with contracts. 

The Cuarrman. Mr. DiSalle, would you have that made a part of the 
record by getting one of your legal staff to prepare a statement on 
your authority ? 

Mr. DrSatte. Yes. 

Senator E.ienver. I do not have the law before me, but as I under- 
stand a contract that has been legally entered into in the regular course 
of business, you are —- toexempt. ‘That is my recollection of it. 
Have you a copy of it 

Senator Sparkman. Representative Brown read that off. 

Mr. DrSattez. I will give you a legal memorandum. 

Senator E.tenpver. Put it in the record. 
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The Cuarrman. It is section 402 (d), I think. 
(The information referred to is as follows :) 


Reference is made in particular to section 402 (d) (1). This section in plain 
words provides that regulations may cut across prior contracts, but further 
puts upon the OPS responsibility to grant relief in those cases where the cutting 
across contracts produces hardships and inequities, at least in cases where 
seasonal demands on normal working practices require contracts for future 
delivery. 

On March 6, 1951, Supplementary Regulation 1 to CPR 8 was issued, to be 
effective March 7. Section 4 of that supplementary regulation provides: 

“Baemption.—If you are a producer of raw American upland cotton and 
prior to March 5, 1951, you entered into a bona fide contract for the sale 
of such cotton you may carry out the contract according to its terms.” 

The statement of considerations indicates that this exemption of producers’ 
contracts was based, at least in part, upon the possibility of individual hard- 
ships. The relevant paragraph of the statement of considerations reads as 
follows: 

“This supplementary regulation also permits fulfillment of bona fide con- 
tracts for the sale of raw cotton entered into by producers prior to March 
5, 1951, the effective date of Ceiling Price Regulation 8. When the general 
ceiling price regulation was issued on January 26, 1951, it exempted from 
its coverage cotton when sold by the producer. Taking into account the 
large number of individual sellers at the farm level exempted from price 
control during the first 5 weeks of the general ceiling price regulation, the 
impracticability at the present time of providing for adjustments in cases 
of individual hardships among such sellers, the fact that the purchasers 
under such contracts were and are effectively governed by ceiling prices 
under the general ceiling price regulation and under CPR 8 and that their 
ceilings will not be affected, the Director of Price Stabilization is of the 
opinion that such contracts may be carried out without interfering with the 
Stabilization objectives of the Defense Production Act of 1950.” 

There remains open only the question of the application of CPR 8 to contracts 
entered into by persons other than producers. Such persons have been subject 
to the ceiling ever since January 26. If any such persons can show hardship, 
they may petition for an amendment to the regulation which would give them 
relief. There is no automatic adjustment provision in the present regulation, 
because the OPS was not advised before the date of issuance of the existence 
of such hardship cases, especially taking into account the fact that cotton was 
frozen at its highest levels. 

I understand that the shippers have made application to permit them to 
carry out their contracts with the mills, and believe this is under consideration 
in the Commodity Division. 


Senator Connatty. This edict, you say, affects contracts that were 
made before the date that this thing was supposed to go into effect in 
good faith? 

Senator E.tenper. Yes, sir. 

Senator Connauiy. Are they to be carried out? 

Senator E..enper. This order No. 8 invalidates them. 

Senator Connatiy. That is what I say, it wipes those out. 

Senator Exienpver. That is right. 

Senator Connatiy. I have had a number of telegrams about that 
protesting against wiping out the contracts made before and in good 
faith with no regard to the fact they had no radio to find out just 
what Mr. DiSalle was going to do. 

The Cuarrman. It is title IV, subsection 402 (d) (1), page 7, and 
reads: 

Regulations and orders issued under this title shall apply regardless of any 
obligation heretofore or hereafter incurred, except as provided in this subsection; 
but the President shall make appropriate provision to prevent hardships and 
inequities to sellers who have bona fide contracts in effect on the date of issuance 


of any such regulation or order for future delivery of materials in which sea- 
sonal demands or normal business practices require contracts for future delivery. 
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I presume that is what you refer to, Mr. DiSalle? 

Mr. DrSatxe. That is right. 

Senator Extenver. Mr. DiSalle, how long do you think it will re- 
quire before you can reach a decision on this matter # 

Mr. DrSatie. Within a day or so, Senator. 

Senator Extenper. A day or so? 

Mr. DiSauue. Yes. 

Senator Connatiy. Where was the pressure that caused you to do 

this? Where did it come from? 

Mr. DiSatue. Pressure? 

Senator Connatity. Yes. Where wasthe pressure? You had some 
pressure ¢ 

Mr. DrSatie. Most of the pressure was to keep from doing it, 
Senator. 

Senator Connatiy. How could they protest against your going to 
do something when they did not know you had it in mind ?¢ 

Mr. DrSatxe. They certainly did. You should have been over to 
our office for a couple of weeks. 

Senator Connatiy. I want to know where the pressure was from 
to put these orders in effect. Do you know? I want you to tell me. 

Mr. DrSauie. There was no pressure except the pressure that comes 
from my desire to do a good job. 

Senator Connatiy. Yes, of course. You also let the cat out of 
the bag a while ago, I think, when you said in talking about the price 
of cotton and the raising of cotton, that you did not raise any cotton in 
Ohio but you consumed a lot of it. In other words, you were trying 
to regulate the price to the consumer, weren’t you ? 

Mr. DiSaurx. 1 certainly was. That is part of my job. 

Senator Connauty. All right. Do you not affect the price to the 
consumer when you regulate the price of the finished manufactured 
product? That is what the consumer buys. He does not go in and 
say, “Give me 10 pounds of raw cotton.” He goes in and buys a 
yard of cloth or something of that kind. If you put ceilings on that, 
would not that do the job better than this thing you have now? 

Mr. DrSaute. It will not. 

Senator Connatuy. How do you know? Have you ever seen it 
tried ? 

Mr. DrSauie. Yes. We are seeing it tried in the matter of livestock 
right now, where we are not controlling. 

‘Senator Connatiy. I do not want to talk about livestock, I want to 
talk about cotton. You are talking about cotton and you say it will. 
How do you know it will? 

Mr. DiSauue. I just know that you cannot control the finished 
aa if you do not control the basic elements that go into that 

nished product. 

Senator Connatiy. You just do not know anything, if you do not 
know that, because the consumer does not buy the raw cotton, he 
buys the finished product. That is where the price goes to the con- 
sumer. 

Mr. DrSatuxe. I am willing to agree with the Senator on one point— 
that I do not know everything. 

Senator Conna.uy. I am not proposing that. I am not criticizing 
you. I do not expect you to know everything. In fact, I quite agree 
with you that you do not. 








Se ct 


Se ene en 


et tema 


ead 


DEFENSE PRODUCTION ACT 165 


Mr. Dr1Sauiz. The chances are I would not be here if I did. 

Senator Connatuy. Well, you have been a politician and you talked 
about how many times you ran for office and all that sort of business, 
so I think you know a whole lot more than you pretend to know. 

Mr. DrSauie. Thank you. 

Senator Connatty. You also said in your testimony that a short 
cotton crop would raise the price. In other words, it is your job to 
keep the price down, is that it? 

Mr. DrSauie. It is my job to keep all prices stable. 

Senator Connauy. In other words, in the case of cotton, though, 
you mean by stable that you are going ‘to reduce it all you can. 

Mr. DiSauix. No; that is not so. 

Senator Connatty. What did you say that for a while ago? 

Mr. DiSaute. I did not say that at all, Senator. 

Senator Conna.tiy. What did you say? 

Mr. DiSauze. I said that cotton, having reached 125 percent of 
varity, and if parity is a fair figure, 125 percent of that parity would 

fair enough. 

Senator Connatiy. Well, you are going back to something else 
now. Why did you say—you said it and I heard you say it—you said 
a short cotton supply would raise the price. Therefore, you did not 
want to export any more cotton. 

Mr. DrSauue. I have nothing to do with export. 

Senator Connauiy. But you have a good deal to do with the domes- 
tic supply? 

Mr. DiSaute. I have very little to do with the domestic supply. We 
take the supply as we find it. 

Senator Connatiy. Well, you do not go to Europe to find it; you 
find it here. 

Mr. DrSauix. That is right. 

Senator Connatiy. Have you ever had any prior experience to your 
present job of doing things like this? 

Mr. DrSauux. I have never controlled a price in my life before I 
got here. 

Senator Connatiy. The City Council of Toledo did not regulate 
prices in Toledo, Ohio? 

Mr. DrSatre. No. 

Senator Connatiy. In Ohio? 

Mr. DiSatre. No. 

Senator Connatiy. In New York? 

Mr. DiSatte. No. 

Senator Connatty. So this is your first job of regulating all the 
prices of all the commodities in the United States ? 

Mr. DiSauie. That is right. 

Senator Connatzy. Do you think you know more about it than the 
natural laws of supply and demand and purchaser and seller, and 
stabilization, and so on? Do you know better how to run all these 
businesses than the people that run them themselves? 

Mr. DrSatix. Senator, I told this committee when I first came here 
on the confirmation hearing, I knew nothing about prices except that 
my wife kept telling me they were too high. 

‘Senator Connatty. E xactly, and you want to reduce everything 
you buy and raise the prices of everything you sell. 

Mr. DiSatze. No. 
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Senator Connatiy. What business are you in? What kind of busi- 
ness are you in? 

Mr. DiSauuz. I am a lawyer by profession. 

Senator Connaty. What are you actually? 

Mr. DrSauiz. A lawyer. 

The Cuarrman. Senator Ellender had not finished questioning. 
Are you finished, Senator Connally? 

Senator Connauiy. I reckon so. I don’t get anywhere. 

I want to ask one other question. 

Now you say that unless you regulated cotton by putting the heat 
on and reducing it, reducing the price if you could, that the whole 
stabilization program would collapse. Did you not say that? 

Mr. D1Sauix. Yes. Let’s restate it properly. Unless we placed a 
ceiling on cotton, I felt that the entire stabilization program would 
collapse. 

Senator Connatiy. The whole thing? 

Mr. DrSau.e. That is right. 

Senator Connatiy. So cotton controls all the business of the United 
States? 

Mr. DiSauix. It would be used every time we tried to place controls 
on any industry. 

The Cuarmman. It was not used before, Mr. DiSalle. 

Mr. DiSaue. Because it was below parity, Senator. 

Senator Connatuy. You never knew what parity was until you 
came down here; did you? 

Mr. DiSauxe. I have found out what it is. 

Senator Connatiy. And you are using it? 

Mr. DiSauue. We are. 

Senator Connautiy. And you are playing hell with the farmer in 
whose interests parity is established. 

The Cuarrman. Senator Johnston. 

Senator Jounston. What percent of cotton goods go into the actual 
price of manufacturing? Is it not true that in some it is as high as 
40 percent, in some 10 percent? ‘ That being so, then how are you 
going to control the price of the manufactured goods when they vary 
so much after they are manufactured ? 

Mr. DiSauie. They are under control right now. 

Senator Jonnsron. Why do you have to control the small percent 
that goes into the garment ? 

Mr. DrSauie. Because, as the pressures caused by higher cotton 
prices are reflected at the mill level, we certainly could not put the 
mills out of business. 

Senator Jounston. How much did you pay for the shirt you have 
on? 

Mr. D1Sauiz. My wife bought it. I would not know. 

Senator Jounston. What is the farmer going to get? 

Mr. DiSauiz. We guarantee to the farmer just as much out of it 
as he got a year ago. In fact, much more than he did a year ago. 

Senator Extenper. Mr. DiSalle, at that point I desire to ask a 
few questions. Did you or your Department figure out the amount 
of money that would be received by the farmer at a ceiling fixed at 
45.9, or whatever it was? 

Mr. D1Satie. Yes; we did. 
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Senator Extenper. How much did that amount to? How did you 
reach whatever figure you gave us? 

Mr. DiSatze. I do not have those figures with me. We went 
through quite an extensive study on that point. 

Senator Ettenper. Would you be able to tell us? 

Mr. DiSauie. We can get them for you. 

The CHarrman. Without objection, they will be printed in the 
record, 

(The matter referred to is as follows:) 


AVERAGE FarM Price ror CoTron IMPLIED IN CEILING Price REGULATION 8 


The average farm price for cotton implied in Ceiling Price Regulation 8 is at 
least 42 cents per pound. This is based on the following calculation: The aver- 
age 10-spot market price for White and Extra White, Middling %g, inch in 
the regulation is 45.14. cents. For the first 6 months of the current crop year 
the farm price averaged 96.4 percent of the 10-spot market price. Applied to 
45.14 cents, this would yield an average farm price of 43.5 cents. However, the 
farm price typically averages higher in the first 6 months of the year as a 
percentage of the 10-spot price since the better quality cotton is sold first so 
that in determining the reflected farm price for the crop year as a whole, 2 
lower percentage ratio should be used. In the crop year 1948—49 the farm price 
averaged 95.7 percent in the first 6 months and 94.5 percent for the crop year as 
a whole. On this basis it appears conservative to assume that the 10-spot market 
price of 45.14 cents should reflect to the farmer a price of at least 42 cents and 
probably more during a crop year. 

Senator Evtenper. Could you tell us now? For instance, let’s say 
that cotton is grown in Mexico that is to be milled in South Carolina. 
Have you fixed a ceiling for the farmer who produces that in Mexico? 

Mr. DiSauie. In Mexico? 

Senator Exutenper. Yes. 

Mr. DiSautix. The whole problem of export-import is open at 
this time. 

Senator Ettenper. I mean domestic use. I am not talking about 
export. 

Mr. DiSatie. It would be impossible for a purchaser in South 
Carolina to pay over the ceiling price for cotton regardless of where 
he bought it. 

Senator Eitenper. Suppose he bought it from New Mexico and 
had the freight from New Mexico to South Carolina, which was twice 
as much as, let’s say, from east Texas. 

Mr. DiSatxe. It is established in the regulation. 

Senator Exttenper. I understand that, but would not the farmer 
from New Mexico get a lesser price than the farmer from east Texas? 

Mr. DiSauie. Sure. The ceilings are fixed according to grade 

£ g g 
and area. 

Senator ELtenper. Grade and area? 

Mr. DiSaute. Yes. 

Senator Ettenper. And you will put in the record for us the amount 
the farmer will receive under the ceilings that you have established ? 

Mr. DiSauiz. We will be glad to. 

Senator Exxtenper. Thank you. 

The Cuatrman. Senator Sparkman? 

Senator Sparkman. Mr. DiSalle, I want to ask you two very brief 

uestions. First, I was interested in the question that Senator Ellen- 
der first asked you about future contracts; and, since Congressman 
Brown brought up the question, I just want to see if I have a clear 
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understanding of that. You say that that matter is open now under 
the hardship clause that is carried in section 402 (d) ? 

Mr. DiSatue. That is right. 

Senator Sparkman. And you think there will be a decision within 
the next day or two? 

Mr. DiSauie. That is right. 

Senator Sparkman. Now, Mr. DiSalle, I understand there is noth- 
ing in the order that would take care of carrying charges. For in- 
stance, often a man might buy cotton today that would not go to the 
mills for 6 months. It costs them about a dollar and a quarter a bale 
a month to carry insurance, and so on. Is there any provision for 
that ¢ 

Mr. DiSauue. Yes; there is provision for it. 

Senator Sparkman. There is a provision in the regulation? 

Mr. DiSauie. The regulation provides a shipper’s margin to com- 
pensate him for his expenses and to provide a profit. In the shipper’s 
expenses will be interest, insurance, carrying charges, compression, 
sorting, and so forth. Thus, by providing the shipper’s margin, allow- 
ance is made for carrying charges. 

Senator SparKMAN. Which would add that to the cost? 

Mr. DrSauue. Yes. 

Senator Sparkman. Now, one other complaint I have had, a spe- 
cific complaint. It is with reference to some of the grades. For in- 
stance, on Middling a ceiling is set at 45.76; for Strict Low Middling, 
43.76. Now, there is a grade in between called Bright Strict Low 
Middling. There seems to be no price for that. Why was that 
omitted ? 

Mr. DiSauxie. The grades and areas used were taken from the records 
of the Commodity Credit Corporation. We stated in our statement 
of considerations that if grades were eliminated or omitted that we 
would be glad to amend the regulation to include that. 

The Crarrman. You are going to have trouble there. That is 
what I have been talking about. There is not only Bright but Leafy 
Strict Low Middlings, and 10 other kinds. About one-third of the 
business, certainly in long-staple cotton, is done with no grade at all. 
I wanted to call your attenion to that. 

Senator Sparkman. It would be your purpose to amend the regu- 
lations to take care of a situation such as that? 

Mr. DrSaute. Absolutely. 

Senator Sparkman. May I ask one further question ¢ 

The Cuarrman. If I may interrupt, you cannot amend any regu- 
lation, in my humble judgment, to take care of all the various types of 
Strict Low Middling—Bright, Leafy, and all of that. 

Senator Sparkman. Mr. DiSalle, here is the ins I have been 
greatly concerned with. Of course, I know theoretically it sounds all 
right about the buyer and the seller fixing the grades; but, as be- 
tween the farmer and the buyer, the seller has nothing to do with 
it. The buyer buying from the farmer tells him what the grade is, 
and he has to take it. He has no other way around. How in the 
world are you going to keep the buyer from pushing down the grades 
so far as the farmer is concerned and having a tendency to push all 
the grades up when the time comes to sell to the mills and put it on 


the market ? 
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Mr. DiSauzx. There is nothing in the regulation to prevent the 
ordinary relationship existing at this time from continuing to exist. 

Senator Sparkman. Of course, in the ordinary market the farmer 
goes to one buyer and he offers him a certain price, and he goes to 
another buyer and the other buyer offers him another price. It 
cannot be done here because you got a ceiling on all of it. 

Mr. DirSauxe. They can still do it. There still will be trading. 

Senator Sparkman. That is all, Mr. Chairman. 

The Vice Cuarrman. I have one question. I am reading the act 
again, page 10, section 403 (f) : 

The President, in or by any regulation or order, may provide exemptions for 
any materials or services, or transactions therein, or types of employment, with 
respect to which he finds that such exemption is necessary to promote the 
national defense ; or it is unnecessary that ceilings be applicable to such materials 
or services or transactions therein, or that compensation for such types of 
employment be stabilized, in order to effectuate the purposes of this title. 

Mr. DrSatxe. That is right. 

The Vice Cuarrman. As I read it, it means this: Fixed price ceilings 
are neither practical nor desirable on some products. We recognized 
that when we passed the law, and that is the reason I read this section. 

Raw cotton is one of them, as was recognized in World War I and 
World War II, and this section I have read of the Defense Production 
Act wisely authorized the President to exempt certain products from 
price ceilings when such ceilings are unnecessary or not in the interest 
of national defense. ‘The cotton industry sincerely believes that a 
price ceiling on raw cotton is unnecessary in view of the alternative 
program that can be undertaken to effectively stabilize the cotton price. 

I am sure you are going to get back to my way of thinking. You 
predicate the difference on parity. The object is not parity. It is to 
maintain production. If you put ceilings on raw cotton you will not 
secure adequate production. ‘The parity concept was not involved in 
putting the ceiling on textiles before. You did not put the ceiling 
on raw cotton because what you were after then was to maintain high 
production of cotton. What we are trying to do now is get high pro- 
duction of cotton. 

Mr. DiSauue. There is a scarcity of cotton. 

The Vice Cuamman, I think you know that, when the Supreme 
Court interprets law, the Court undertakes to find out what the inten- 
tion was of the legislature that passed it. 

Mr. DrSatue. We did. 
The Vice Cuamman. I know what my intention was, and I think 
am capable of judging. 
The CHamman. Mr. DiSalle, what effect is it going to have on 
export sales if not fixed? 

Mr. DtSatie. The ceiling is established now. 

The CHairMan. Suppose it invalidates some of these contracts 
which you are studying. Can that be done? 

Mr. DiSauueg. It can be; but, as I told Senator Ellender, the question 
of validation of contracts is open at this time. 

The Cuarmrman. And you are giving consideration to it? 

Mr. DrSatze. That is right. 

The Cuamman. You are considering 

Senator McFartanp. Mr. Chairman, would you mind if we asked 
one or two questions down at this end? 


_ 
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The Carman. Certainly. I will recognize anybody. We have 
had Senator Stennis ask questions. We will be glad to hear from 
Senator McFarland. 

Senator MoF artanp. I would like to ask one or two questions, and 
then Senator Anderson has some questions that affect our area. 

Mr. DiSalle, you said a minute ago that you were faced with either 
of two propositions: You are faced with a crowd on one side; that, if 
you did net place this ceiling on raw materials, you would be faced 
with a larger crowd on the other side. Now, who was the other side— 
the mills? 

Mr. DiSaure. No; I am just talking generally about consumers. 

Senator McFarianp. What crowd did you expect now to come in 
after you? Did you have any demand at all for prices to be placed 
on the raw material? Was there any demand on you at all? 

Mr. DrSautx. No. In fact, the representatives of the mill people 
shared the same opinion as the cotton people. 

Senator McFartanp. In other words, this is your own idea as 
against both the mills and the producers and everyone else. This is 
just your own idea. No one wanted it except you. Is that the idea? 

Mr. DrSatxix. That is practically true, Senator. 

Senator Anperson. Mr. Chairman, the question I raise is one Sen- 
ator Ellender alluded to. Ifa shipper from Arizona or New Mexico 
was shipping to the Carolinas, the price would be Memphis price less 
freight. In other words, a shipper shipping from southern Califor- 
nia, New Mexico, or west Texas to an eastern mill would get a lower 
price than the farmer who was in Mississippi, Georgia, or Alabama. 
Is there not a possibility that might be a provision, particularly in’ 
view of the fact when the California producer of cotton ships to Japan 
he cannot take the California price; he has got to take the Memphis 
price, less freight, when he has not used up any freight? 

Mr. DrSatue. Those questions were considered, and we felt that the 
regulation as written was written according to existing practices in the 
trade today. 

Senator Anperson. But the people in California are not getting 
the lower price for their cotton. 

May I just refer to these stocks of cotton, which I am sure is of 
interest to you, but I do believe that the Department of Agriculture 
could give you an analysis of that stock of cotton that they had on 
hand in World War II. It was cotton that had been picked over time 
after time after time, after good cotton was taken out from under the 
loans. It was the rags and tags and remainders, and some of it was so 
short it had to be shipped to China, where they could have woven 
horsehair only. It was extremely poor cotton. 

Mr. DrSatte. Even good cotton was considerably below parity most 
of the time. 

Senator Anperson. Yes, but the great carry-over of the Department 
of Agriculture I do not believe was good. I think what the farmer 
is worried about is if he should do what the Department of Agricul- 
ture has wisely asked—namely, come up with a 16,000,000-bale crop, 
and everybody in the Department is working toward that—then he 
gets all that cotton in the 3 months of the year or 4 months of the 
year, and there is a possibility that the market can break. He knows 
what his overhead is going to be. There is no opportunity for the 
buyer or the mill to go in and hedge. There is no incentive for him 
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to go in and buy if the price is going to be more than 45.76. And it 
does seem the farmers with the big crops are going to be badly penal- 
ized for producing what the Government recognizes they need to 
produce, 

Mr. DiSauxte. Everybody we talked to, regardless of whom—cot- 
ton people, agricultural people, Members of Congress—ail agreed 
that the price of cotton is high enough. 

Senator ANperson. If it stays at 45.76, it may be high enough, but 
there is a difference as to where it could go if you had a 16,000,000- 
bale crop. 

I know how tough your job is. It is a tough one, and I appreciate 
it. I do not wish to minimize that, but I do wish to express my 
yersonal regret that you did not follow the recommendation of the 
Depittenett of Agriculture. 

The Cuarrman. And the cotton mills. 

Senator Anperson. Because of the statement you just made that 
you said that livestock might be next. There are many of us that fear 
livestock will be next, and that will be another tragedy. 

I just want to personally express the hope that the very good advice 
of the Department of Agriculture is followed on that, because the 
experts in the Department have had a lot of experience. This is a 
mighty tough thing on cotton, and I think the controls suggested by 
the Department would have been effective. 

The Cuatrman. Senator Hoey. 

Senator Hory. I wanted to pursue a question Senator McFarland 
asked awhile ago. Is it not true with sedueine to this commodity of 
cotton that the producer and the cotton merchant and the cotton mills 
and the bankers and the cotton exchanges all agree that they do not 
think this is a wise order? 

Mr. DrSauie. That is right. 

Senator Horry. And every single person who has anything to do 
with cotton from the time it is first picked until it is finally on the 
market, all of them agree this order is not good ¢ 

Mr. DiSauze. That is right. 

The Cuatrman. Any further questions? 

Senator McKetxar. I imagine it would take a great deal of money 
to carry out your plan in the grading of cotton, and it would take 
not thousands but many thousands of employees to send all over to 
the mills and places where it is grown. Have you had any thought 
of the cost of your plan? Has the Bureau of the Budget furnished 
you an estimate yet, and would you give that estimate now? 

Mr. DrSauie. We do not intend to increase our normal force as a 
result of this regulation. 

The CHarrmMan. We have the distinguished chairman of the Agri- 
cultural Committee of the House here, Congressman Cooley. Vice 
Chairman Brown said he understood you might have a word to say, 
Mr. Cooley. , 

Representative Cootzy. Mr. Chairman, to me this is a rather strange 
spectacle. Apparently everybody who knows anything at all about 
the problems involved, including the farmer, the merchant, the manu- 
facturer, the Cotton Exchange officials, the bankers, and the con- 
sumer, all seem to agree that this order should be repealed. I do not 
think that I could say anything that would add to the very formidable 
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arguments which were submitted by Mr. Brannan on behalf of the 
Department of Agriculture, and the arguments submitted by this 
chairman of this committee and the vice chairman, Congressman 
Brown of Georgia. But I would like to suggest and to urge Mr. 
DiSalle to modify the order immediately so as to exempt bona fide 
transactions, contracts executed by American businessmen prior to 
the day of the issuance of this order. 

That part of the order I conceive to be entirely incompatible with 
either the letter or the spirit of the law. It is going to work a great 
hardship upon the American men who deal in cotton. 

I have received numerous communications all the way from New 
York to New Orleans, from all sections of the country. It is not 
only because of my interest in the farmer that I want this modifi- 
cation made, it is because of my interest in the cotton merchant and 
in the cotton textile manufacurer, and for that matter in the American 
business system. 

It seems to me a rather strange situation, Mr. Chairman, that a 
great part of the American business system should be paralyzed by 
the stroke of one pen by an Administrator who apparently is not 
too familiar with all of the system under which we have operated 
through the years. 

Now, if Mr. DiSalle—I say this in all respect and sympathy for you 
in your job—if in your position you were supported here by the De- 
partment of Agriculture, it seems to me that you could better justify 
your position. But as I understand it, in answer to Senator Hoey’s 
questions you stand alone, unsupported by anybody who knows 
anything at all about the way the cotton business is carried on in 
America. 

I have received, as I said, numerous communications. I think that 
the results of this order, unless it is modified, or altered, are going 
to be devastating perhaps, to the whole cotton economy of this country. 

I realize you have a difficult job, but I do not understand why it is 
that we should adopt some new method at this time to the exclusion 
of the system which we operated under during World War II, which 
apparently was fairly satisfactory to all of the people of the cotton 
industry. 

The Cuarrman. Effective March 7, yesterday, Mr. DiSalle issued 
a supplement to ceiling price regulation and under section 4, exemp- 
tion, it reads: 

If you are a producer of raw American upland cotton and prior to March 
5, 1951, you entered into a bona fide contract for the sale of such cotton, you may 
carry out the contract according to its terms. 

As I understand, what you are asking for is to add to that bona 
fide farmer the bona fide businessman, is that correct ? 

Representative Cootry. That is correct. In other words, I have re- 
ceived information to the effect that the textile people have purchased 
cotton from the merchants and are unable to execute those contracts 
without violating this order. They are reputable businessmen. They 
do not want to violate either the letter or the spirit of the law, but 
unless it is modified so as to exempt those contractors before the date 
of the order, they will be in a terrible situation. 

I do urge you to modify that along with urging you also to lift the 
entire freeze on raw cotton because I believe right now, honestly, 
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if you had the power to roll back the price of raw cotton to 40 cents 
a pound, the benefit would not be reflected to the consumer by one or 
two mills in the purchase of the shirt or the sheet. 

The CuarrMan. Since this is a joint committee, I am going to ask 
the vice chairman if he will preside during the rest of the meeting. 

The Vick Cuamman. There are several Members of the House here 
who want to be hear. They may be a little timid about getting up. 
I am going to ask the Members of the House if they have “something 
to say to get up and say it. They should have the right, too, Mr. 
Chairman, I think, to file a statement. 

The Cuamman. Any Member of the House or any Member of the 
Senate or any recognized organization of cotton merchants, farmers, 
or bankers will have the right to file any brief that they wish up until 
10 o’clock on Monday morning. 

Is there objection by the committee? The Chair hears none. That 
will be the order. 

The Vice Cuarman. I will ask the Members of the House here 
who are protesting the ceiling on raw cotton to please hold up their 
hands. 

Are there any ot!:er Members of the House who would like to speak ¢ 
We will hear from the gentleman from Texas, Mr. Poage. 

Representative Poage. Mr. DiSalle, I would like to call attention 
to what seems to me to be two outstanding facts in regard to this 
order. 

I know of no group in the United States and I think the Secretary 
of Agriculture will testify that it is true, that there was no substantial 
group in America that suffered a decline in income comparable with 
the American farmers. Most groups have enjoyed an increased in- 
come in recent years, and yet the American farmer is picked out and 
being subjected to freezing prices at the existing low levels. 

I know of no other group in America whose prices are today lower 
than the prices of similar goods or services abroad. 

The automobile industry, as an illustration, sells their cars across 
the river in Mexico for substantially more than they sell them on the 
United States side of the river. They send things abroad and make 
a profit on them. 

The man over there who performs labor gets far less than the man 
in the United States, and yet we are told the laboring man in the 
United States must have a raise. 

The American farmer gets far less for his cotton on the American 
side of the river than he does in Mexico. And yet we are told that 
the American farmers must have his price frozen to levels something 
like 30 or 40 percent lower than they are across the river. However, 
we are told that everybody else who is already enjoying something 
far higher in the way of income than the man abroad must be given 
not simply what he is now getting, but must get a raise. He must have 
something more than he is now getting, although he is now getting 
more than anybody else is getting for comparable services anywhere 
else in the world. 

The American farmer is the only man who is getting less for his 
services than the man is getting for comparable work somewhere else 
in the world, and he is picked out as being the one man who must be 
frozen. 
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It seems to me that you cannot stand on the proposition that you 
must take that one commodity which is the lowest of all in the scale 
compared with the world markets, and that on that alone the whole 
structure of price control must rise or fall. 

Certainly you have picked the weakest of all programs that you 
might hold up to the American people. Why do you not pick some 
of those where the American people are today getting more than the 
people abroad are getting? Why do you not pick some of those pro- 
grams where the American market is far above the world market 
rather than picking a program where the American market is be- 
low the world market? 

The Vice Cuarman. My understanding is that Mr. DiSalle wants 
to leave in a few minutes. Are there any others who desire to ask 
any questions? 

Representative Harris. Mr. DiSalle, you said a moment ago that 
it was not your intention of the administration of this regulation to 
increase your forces whatsoever? 

Mr. DrSatre. Yes. 

Representative Harris. How do you think that a program of this 
kind can be administered without upgrading or without the Juggling 
of grades and, therefore, bringing on various types of black markets, 
and so forth, to the detriment of the cotton producer? 

Mr. D1Satte. We feel that the average farmer, the average Ameri- 
can businessman, is honest, and that he will continue to be honest 
and live under any laws or regulations without having a policeman 
standing behind him all of the time. 

Representative Harris. That is a very fine way to feel about it. Of 
course, we feel that inherently all American people are honest, but in 
our American system of free enterprise which we try to uphold and 
preserve, it is only natural for people to trade as long as they feel, 
generally speaking, that they are trading in an honest and legitimate 

usiness. 

In the natural course of that business, do you not feel there will be 
all kinds of manipulations in the normal course of human reaction? 

Mr. DiSauixe. They are following normal procedures now. They 
have their own methods. 

Representative Harris. But you have the competitive element there, 
too, that offsets that. Now you have disposed of the competitive 
element. I should like for you to tell particularly the American cot- 
ton farmer, the producer, how you are going to keep him from being 
adversely affected by such an order. 

Mr. DrSarte. The price of cotton is not at a low level. The price 
of cotton has been this high only five times in the past 25 years. I 
feel there is plenty of room there for trading under normal practices. 

There has been much said here today about the farmer. Eighty- 
five percent of the crop has been disposed of. The farmer is not hold- 
ing his cotton. This is not going to affect the farmer in the last year’s 


crop. 

Dapresentative Harris. Is it not true that we are coming into 
another year and that the people are concerned about the situation 
they will find themselves in this fall when the Government is asking 
them to produce; is that not the problem we are faced with now and 
that you should be concerned with ? 
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Mr. DrSaue. I recognize the problem. Every bit of information 
that I can secure is to the effect that 40-cent cotton is an incentive 
and most cotton farmers would be glad to have a guaranty of that at 
this time. 

Representative Harris. Please do not misunderstand me. I hope 
you will not. I am not talking about whether it is 30 cents, 40 cents, 
50 cents, or 60-cent cotton. With some 400 grades, is it not likely that 
in the normal course of business with the competitive element in this 
country, that one grade might be sold on the market for another 
grade and you will find a very difficult situation ¢ 

Farmers are usually forced to sell their cotton during the first 
8 or 4 months of the marketing season. Under the fixed ceiling 
OPS has established merchants and mills will not be in a position to 
buy the farmers’ cotton for stock or for future requirements because 
they know they can obtain the cotton later when they need it at no 
more than the ceiling price. Naturally they will not buy at the begin- 
ning of the season and pay all the handling and storage costs of 
carrying the cotton until they need it. Therefore, the lack of sufficient 
buying power during the peak movement of the crop will seriously 
depress the market price. 

Producers I have talked to are not asking for higher prices, but 
they are looking for the assurance that the market price on the new 
crop will not drop below their cost of production. In my State it 
is going to cost most of my producers at least 40 cents a pound to 
make this crop. Unless they have reasonable assurance that the 
market price in the fall is going to be at or above this level they are 
not going to plant the cotton necessary to achieve the 16,000,000-bale 
goal. 

With this ceiling order in effect they do not have any such assurance. 
In fact, they fear the rigid ceiling will so disrupt the marketing system 
that prices will be very seriously depressed—below the 40-cent level. 
Some are fearful the market will break down to the loan level of 
around 31 cents a pound because the Commodity Credit Corporation 
will be the only large-scale outlet for the cotton. <A price at this level 
would break hundreds of thousands of farmers. The fear of this 
posibility will discourage them from increasing their production as 
much as is necessary to reach the goal of 16 million bales needed to 
meet defense requirements. 

This is probably the worst effect of your order because we must 
get the large cotton crop. The only real effective means of stopping 
inflation is to have enough. 

Representative Harris. I just want the answer to that question if 
Mr. DiSalle has it. 

The Vice Cuarrman. I recognize Mr. Rivers, of South Carolina. 

Representative Rivers. I want to ask the distinguished gentleman 
two questions. 

Mr. DiSalle, did you feel when you were promulgating this order 
that you had the backing of the Department of Agriculture with you? 

Mr. DrSatue. At the time? 

Representative Rivers. Yes. Even up to the time that it was issued 
until Mr. Brannan disclaimed it today. 

Mr. DiSauxz. I want to make a point here. There has been a lot 
said about the fact that the manufacturer, the grower, the exchange 
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people, the Department of Agriculture all recommended against this 
action that was taken. But, after all, none of those individuals has 
the responsibility for stabilizing prices. I have that responsibility, 
and that is the responsibility with which I have to live. 

Representative Rivers. Yes, sir. That is your answer? 

Mr. DiSauur. Yes. 

Representative Rivers. Therefore, you got no information or assist- 
ance from the Department of Agriculture ? 

Mr. DiSauie. We got every bit of assistance that the Department of 
Agriculture had to offer, technical information that was needed, every- 
thing possible was made available. 

Representative Rivers. And you made your own conclusions? 

Mr. DiSaute. Yes. 

Representative Rivers. I am leading to this question, then. How 
many economists did you have studying this question assisting in the 
preparation of this order? 

Mr. DrSatie. Well, I would say that from time to time there were 
eight, nine different people working on the order. And in addition to 
the number of people that the Department of Agriculture made avail- 
able, and since the order was issued, a number of the exchange people 
have come in to discuss the technical side. 

Representative Rivers. Was one of those economists an individual 
by the name of Caplan? 

Mr. DrSauue. Yes. 

Representative Rivers: Was he the same individual that during the 
last war wanted to abolish the trading of the exchanges on this com- 
modity ¢ 

Mr. DrSauxe. I would not know. 

Representative Rivers. But he is one of those who helped in the 
promulgation of this order? 

Mr. DrSaure. He is now attached to the Council of Economic 
Advisers. 

Representative Rivers. He assisted in the preparation of this order? 

Mr. DrSauxte. That is right. 

The Vice Cuamman. I recognize Congressman Gamble. 

Representative Gamste. I just wondered if there was anyone here 
representing the cotton exchanges who would like to make a short 
statement. 

The Vice Cxarrman. Does anybody desire to make a statement 
representing the cotton exchanges? 

Mr. Brooks, do you rise for that purpose. I do not know of a man 
in the United States who knows more about all phases of cotton than 
youdo. Mr. D. W. Brooks, of Georgia. 

Mr. Brooks. I have listened with a great deal of interest, of course, 
to the discussion. As you know, I represent the producers. Naturally, 
I am intensely interested in this problem and as to how it will affect the 
welfare of the producers. 

In my opinion this is going to have a very detrimental effect because 
they have become very confused as to what is going on in Washineton. 

In the first place, when the exports were frozen last year, they felt 
that they were the first group whose prices were stabilized or rolled 
back. And now they wonder whether they should produce 16,000,000 
bales of cotton or not. 





aint &. 











et 


DEFENSE PRODUCTION ACT 177 


I will say this, that I think Mr. DiSalle is thoroughly honest in his 
opinion that this is the way to do it, but I want to say just as force- 
fully, Mr. DiSalle, that I do not think that you nor anyone can suc- 
cessfully freeze the price of raw cotton. 

I had an instance only yesterday. We market cotton for farmers. 
We have 108,000 farmers for whom we market cotton. 

One of those farmers came in yesterday and he asked us to grade 
and staple his cotton against the ceiling, which we did. He then said 
to me, “I have always marketed our cotton through you, but what is 
your opinion, is there any way for me to get a better price than this?” 

I said, “Yes, to be perfectly honest with you, I think so, because any 
man whose conscience will let him go further or whose opinion is 
entirely honest that it is better than this can give you a better price. 
And so I said, “It is purely a matter of opinion because no man on 
earth can grade and staple cotton absolutely accurately.” 

He went out. One man priced it one way; the next man priced it 
and said it was 50 points higher. The next man said that it was 100 
points higher. 

When I left last night he was still going to several more. I am 
confident he will end up with a very high grade. 

In our opinion, we do not believe there is any way that it can be 
enforced, as a matter of fact, because you cannot determine whether 
that man was classing that bale of cotton honestly or not. There is 
no way in the world that you can determine that. For that reason we 
feel as farmers that this ceiling should be placed on cotton at the mill 
level. 

I think you made one very significant statement here, sir, when you 
said that there was not a single part of the industry that felt that this 
order should be issued, including the mill people, whom you say would 
be penalized by the order. In that you would have the pressure from 
them to raise the price of their goods, but you have not said that any of 
them asked you to freeze the price of raw cotton in order to protect 
them in the market place. 

I am confident, sir, that you have done this in good faith, but by the 
same token, I do not believe that you nor any person can successfully 
freeze the price of raw cotton. And I think that when you go along 
you will find that there are so many inequities in the program that in 
fairness to the cotton industry you must abolish the order entirely or 
you must change it materially from the order as it now stands. 

Mr. DiSaute. There are two points, Mr. Brooks. 

First of all, the story that you tell about the farmer who went 
around trading indicates that has not been eliminated by this order. 
He will keep ‘hegotiating for better prices, but they will be under 
the ceiling. 

The second point is this: I did not say that the mills would be penal- 
ized. I said that there would be pressures from the mills for higher 
prices and that the consumer w oui be penalized. 

Mr. Brooks. But if you held the line, sir, the mill in your opinion 
would be — 

Mr. DiSauie. How would I hold the line if I yielded now? If the 
mills had another group from Congress holding a similar meeting 
and I would give there, where would we hold the line? There is 
some place that the lines have to be held. 
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We have a ceiling on textiles now. We are going to have firmer 
ceilings on textiles as we go along. 

There is no way of soalenti prices by wishing that they be 
controlled. You have to have a firm program and an active program. 

As far as I am concerned, I am going to do the job as honestly as 
I can and in good faith. If inequities creep in or show up we will 
do whatever we can to meet those inequities, but as long as I am 
orang the job, there is only one way I can do it and that is the way 

see it. 

Mr. Brooxs. The point I would like to make further is this, that in 
the illustration which I have told you about you say that it is under 
the ceiling. In our opinion it broke the ceiling because of the fact 
that in our opinion we set the grade in a certain amount, and we said, 
“This is the ceiling,” but everyone else will have a ceiling of his own. 
And the one who can guess the highest will be the one who will get it. 
In our opinion, that will have a tendency to drive the entire cotton 
industry in the hands of disreputable people and there will be no 
way that you can determine whether they are honest or dishonest, 
or whether they are reputable or disreputable, because of the fact that 
you have Senaived of different grades and staples and thousands of 
different values. 

We do not believe there are enough people in this country to prevent 
such inequities, and that the program will get so odorous that in the 
end you will realize that it is the worst way you can try to control 
cotton. You must come back to control textiles because that is the 
only really effective way that you can control it. 

The Vice Cuarrmman. The clerk has given me a list of several Con- 

ssmen who desire to be heard. Is Mr. Beckworth of Texas present ? 
He has been called to the floor. 

Mr. Bryson of South Carolina? 

The Cuarrman. He asked me to say something for him and file his 
protest against the regulation. He had to go to the House floor for 
the roll call. 

The Vice Cuarmman. Mr. Richards of South Carolina? 

The Cuatrman. He asked me to express his disfavor of the order 
and join in the protest for him. He has also gone to the House floor. 

The Vice Cuarrman. Mr. Rogers of Texas! 

Representative Rocrrs. I just want to make this observation with- 
out taking up a great deal of time and without reiterating the able 
testimony that has been given. 

Mr. DiSalle made a statement regarding the honesty of the Ameri- 
can farmer and the American businessman. 

I was raised among farmers, and I think there is no more patriotic 
or no more honest group of people in the world, but if orders like this 
are going to be continued on the plane that this one is based upon, 
we are placing a premium on dishonesty. And I am tired of seeing 
the test Sinkintnd to be run upon the American farmer. 

The Vice Cuamman. Mr. Thompson of Texas? He has been 
called to the floor. 

Mr. Werdel of California? 

Representative Wrrpex. I came in late and missed some of the re- 
marks that were made. There are some things that I would like to 
be heard on. 
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I think we are all in agreement that we have one end in mind, that is, 
stabilized prices. Perhaps there are many here who would not have 
a favorable sentiment for a farmer today who believe that he is get- 
ting too little for cotton when it is as high as it is above parity. ‘That 
is not true of all members, but the thing we are in disagreement 
about is the means by which we can accomplish the end. 

I am very much interested in some of the language of the order and 
in the remarks of Mr. DiSalle that this is his own idea, opposed by 
all gentlemen of the industry. 

I direct your attention to that language in paragraph 3 of the order 
which reads, in explaining why the general order was not applied, 
under the general freeze raw cotton was exempted when sold by pro- 
ducers since a freeze order at the farm level would be meaningless. 

That is the opinion of the Office of Price Stabilization written in 
this order. 

Then in the next paragraph where they explain the structure of the 
price ceilings of this order they say: 

This regulation establishes ceiling prices for American upland cotton in mixed 
or odd lots by grade and staple and by location for every seller, including 
producers. 

In my opinion, the general order is just as meaningless by their 
language, and their language in this order is just as meaningless from 
the standpoint of the industry. Certainly these of us who know of 
the meetings that have been going on in the Military Establishment 
where mill men have been present wanting to enter into contracts 
with the Military Establishment but saying that they will not enter 
into those agreements until they know what they can do about their 
cotton in the future during the performance period of the contract, 
then we realize what is going on at the present time and what this 
order means. 

It means simply this, that any man in the textile industry is going 
to have to gamble on the futures market unless he can buy his cotton. 

Mr. DiSauie. Congressman Brown, I think that the record ought 
to show the complete sentence: 

Under the general freeze raw cotton was exempted when sold by producers since 
a freeze order at the farm level would be meaningless, but it was controlled 
when sold by merchants and other dealers in cotton. 

The Vice Presmenr. You will remember, Mr. DiSalle, when I 
asked you the question you said that you did not have any ceiling 
on the producer. You had it at the gin level, and I explained to you 
what that meant, that that was on the producer, because it was ordered 
to the gin just to get the seed out. 

Representative Wervet. I am glad that Mr. DiSalle interrupted 
me, because if there is one thing we learned out of World War I and 
World War IT it is this, that if we are going to control prices, we 
must do it where there are the fewest people to control. Perhaps 
we gained that knowledge from knowing that the speed of a loco- 
motive is not determined by the amount of water or steam in the 
boiler, it is determined at the throttle. We created a bottleneck in 
a locomotive to control that speed. 

Here we have a Price Administrator leveling ceilings on millions 
of people on hundreds of thousands of producers, adding to them all 
of the merchants, putting two price levels on, telling the millmen 
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even today when the market went to 45 and stopped and there it is 
going to stay until something is done with this subject, so that even 
today these millmen do not know how they are going to buy to fill 
their orders even with the Military Establishment. 

Gentlemen, there is not any modification of this order that is 
possible. The recommendations of the industry as now being dis- 
cussed, as I understand it, with the Department of Agriculture, are 
those that should be applied. This order cannot be enforced. It is 
asking for corruption and chicanery at every level of the industry. 

By way of closing my remarks, I want to point out this: If we 
are going to produce 16,000,000 bales of cotton, then somebody in 
the American field of free enterprise finances that cotton from the 
time it is grown until it is consumed. If we will speculate a little 
bit in round numbers, let us say that the mills put up one-third of 
it. That would be 1 billion dollars of credit that the mills have to 
handle the cotton crop with. 

Let us say that the finance men can handle another third of it. And 
that is a pretty good-sized chunk for them to handle. 

There is another one-third that under this order somebody is going 
to have to handle that heretofore was handled by speculators on the 
futures market or someone in that field. 

This order says it has to be handled by the farmers. That is what 
this order says. And this order, also, says that no farmer will be 
able tomorrow or next year to know that he can readily turn his 
crop into cotton or into cash. That is important if we are to produce 
16,000,000 bales next year. 

And this order also says that no man will know what his market 
is going to be when he does sell at the time of harvest, because people 
are not going to be able to buy on the market. And 16,000,000 bales 
will really do something to the market when they go to market during 
harvest time. 

The Vice Cuarrman. Mr. Wilson, of Texas. [He has been called 
to the floor. | 

Mr. Jones, of Missouri. 

Representative Jones. The Office of Price Stabilization was set u 
to stabilize prices, to prevent inflation, to protect the consumer. We 
will grant those things. 

I would like to say that economy comes in there. And what Rep- 
resentative Werdel has so well stated: the fewer places that you have 
to control, the better you can control it, and the more economically it 
can be controlled. 

The only thing I have not had answered to my satisfaction, although 
Mr. DiSalle did touch on it briefly, was how a ceiling price on raw 
cotton could do,any more to stabilize the price, to prevent inflation, 
or to protect the consumer than by putting that at 1 price on the 
finished product, which is the end product that the consumer buys. 

That is a question that I would like to have answered, and if that 
can be answered then I would be willing to go along with this order. 

Mr. DrSaute. I think that I answered that several times. I feel 
that the less pressure you have all along the line from the raw mate- 
rial to the finished goods, the better control you will have of prices. 

Representative Jones. But if you hold your price on the textiles and 
on the finished product you will accomplish the same purpose that 
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you are attempting to accomplish by putting the price on the raw 
product; is that not true? 

Mr. DiSatxe. If that is an effective ceiling, then what is the objec- 
tion to a ceiling on the raw cotton ? 

Representative Jones. Because it will destroy this marketing proc- 
ess that we have. That is the only objection that I have. That is 
the thing that will prevent these cotton producers from planting 
this 16,000,000-bale crop that we are so badly in need of this next 
year. I have had any number of telephone calls and telegrams and 
letters from my producers, the farmers, who actually grow this cotton 
who say that, under those circumstances, “We do not feel we will be 
justified in going out and taking this chance.” 

Senator Connauyy. I think that Senator Smith, from North Caro- 
lina, should be heard. 

The Vice Cuarrman. I recognize Congressman Rankin. 

Representative Ranxin. I want to ask Mr. DiSalle who wrote this 
order. 

Mr. Di1Satte. It was written by economists and lawyers in our or- 
ganization with the technical assistance of people from the Depart- 
ment of Agriculture. 

Representative Rankin. Who is the head of that outfit that wrote 
this order ? 

Mr. DiSatze. The head of the outfit? Iam the head of the outfit. 

Representative Ranxtn. Mr. Caplan wrote it; did he not / 

Mr. DrSauze. He helped on it. He was one of several people. 

Representative Ranxin. Now, you admit that you know nothing 
about cotton / 

Mr. DrSauiz. I have learned an awful lot about it the last few 
weeks. 

Representative Rankin. You will learn some more in the next few. 
You have undertaken to punish the cotton farmers by forcing upon 
them a price ceiling that is far below the world market. Did you 
know that the 10,000,000 bales of cotton referred to was held over t 
market during the last few years to hold the price of cotton dow: 
to the detriment of the cotton farmer: were you aware of that fact? 

Mr. DiSatxe. I would imagine, if there was a demand for that co 
ton at that time at the low price it was selling at, that it would not have 
been held. Certainly it was not purposely held. 

Representative Ranxry. Do you know that the prices in a free 
economy are governed by two things: the volume of the Nation’s 
currency multiplied by the velocity of the circulation? Are you aware 
of that? 

Mr. DiSaute. Yes. 

Representative Ranxtn. In 1920 the circulation medium amounted 
to $5,698,000,000, and cotton went to 40 cents a pound. Do you know 
what the circulating medium is today? Have you any idea? 

Mr. DiSatte. No. 

Representative Ranxrn. I will tell you what it was January 31. 
It was not $5,698,000,000; it was $27,048,000,000, about five times as 
much as in 1920. 

In 1928, when I went through the process of investigating the cot- 
ton market and exposed some misconduct that was costing the cotton 
growers about almost 50 percent of the real value of their cotton, we 
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had less than $5,000,000,000 in circulation. When we got through 
it went back up to 22 cents a pound which was the normal value. 

Today we have more than five times that much money in circulation 
as we had then, and yet we see this attempt to punish the farmer, to 
regiment him under this program, and hold the price down below 
the cost of production at a $100 a bale lower than it is selling at in 
other countries. 

When was this order issued ? 

Mr. DiSatuie. March 3. 

Representative Rankin. Do you know what cotton is selling at now? 

Mr. DiSaute. Yes, sir. I just read it off a little while ago. 

Representative RANKIN. Te: that is in the United States, 45.69. It 
is 62.13 cents a pound in Mexico today, March 8, and 74.04 a pound in 
Brazil. 

Mr. DiSaure. Yes; 45.39. 

Representative Rankin. Do you know what it is selling at in 
Mexico? 

Mr. DrSaute. The disparity existed before the order was issued. 

Representative Ranxrn. It did not. 

Mr. DiSauie. There was a disparity before the order. 

Representative Ranxry. There was no disparity until this Brannan 
order was issued last year that robbed the cotton farmers of $100 a 
bale on their cotton. This order is robbing them of $89.60 a bale, 
according to the price in Mexico, and $143.25 a bale according to the 
price in Brazil. Are you familiar with that? 

Mr. DrSatte. I am familiar with the prices in Mexico and the prices 
in Brazil, but this order had nothing to do with those prices. That 
is a situation that existed before the order was issued. 

Representative Rankin. This is the worst treatment ever meted 
out to the farmers of this country. And the only thing I have ever 
seen compared with it was Communist Russia’s treatment of the farm- 
ers of the Ukraine. 

Mr. D1Satxe. I hope, on behalf of the farmers, that they never get 
treated any worse than this. 

Representative Rankin. They will not be treated this way if the 
Congress has its way. So far as I am concerned, I want to say to 
you that I have introduced a bill to prohibit this placing of a ceiling 
on the price of cotton. That is little short of criminal. It is com- 
munistic, if you please, reducing the farmers of this country to the 
level of economic slavery by men who admit they know nothing about 
the cotton market and know nothing about the production of cotton 
in the United States. 

It is enough to disgust every right-thinking American. I hope the 
Congress will take the proper action and pass this bill to stop this 
criminal persecution of the cotton growers of America. 

The Vice Cuarrman. We will next hear from Congressman Smith 
of Mississippi. 

Representative Smita. The points I wanted to raise in regard to 
this have been very ably presented in regard to the order. _ 

I think something that is very vital to the order, however, is the 
cost which the farmer has to pay in producing his crop. 

Part of your job, Mr. DiSalle, as I understand it, is to enforce price 
= upon these costs as related to fertilizer, farm equipment, and 
such. 
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Can you tell me what steps have been taken by your Office to estab- 
lish better controls over the prices of fertilizer and insecticides, in 
particular? I have reports that there have been some difficulties in 
getting a firm price on the delivery of these in respect to the price 
order that we have; that is, in respect to the general price freeze. 

Mr. D1Satuz. All items that were not below parity were frozen by 
our general ceiling price regulation that was issued January 26, and 
that included most of the items that the farmer buys. 

Senator Connotiy. Senator Smith of North Carolina is ready to 
speak. 

PThe Vice Cuarrman. All right, Mr. Chairman. 

The Cuamman. Senator Smith, I am sorry for the delay, also 
Senator Stennis. We had to divide the time. 

Senator Smith, will you proceed ? 

Senator Smira. Thank you very much, Mr. Chairman. 

I have been trying to learn something, too. 

Mr. DiSalle, when you took over this position, you did not know 
anything about cotton at that time; did you? 

fr. DiSautie. That is right. 

Senator Smirn. But you have learned a lot since that ? 

Mr. DrSauue. I sure have; the hard way. 

Senator Smrru. If in this process of learning it should develop that 
your order as made was not a wise order, you would not have any such 
— of authorship as to cause you not to wish to modify it; would 

ou 

Mr. DrSattz. I have no pride of authorship on any of these regu- 
lations. 

Senator Smrrx. I heard you say that you did not write this order 
yourself, but that it was written by some of the lawyers and the 
economists ? 

Mr. DiSaute. I contributed to a great extent. 

Senator Smirn. Well, now that was prepared after you had made 
some investigations, I believe you said. 

Mr. DiSauxz. That is right. 

Senator Smrru. How did you make these investigations, the results 
of which you detailed at the beginning of the hearing, your investiga- 
tion about the cotton situation? = 

Mr. DiSauix. By discussing the problem with people who were 
pe oe experts in the field, together with receiving a few phone 
calls from some people in Mississippi. 

Senator Smiru. You did not get any farmer to say this? 

Mr. DiSatie. We discussed it with producer representatives, peo- 
ple who were familiar with producers. I have never had anyone 
come in the office and say, “Place a ceiling on my product.” 

Senator Smrrn. But I say you never bean: any demand from the 
farmer who raises the cotton, of this sort, at all? 

Mr. DiSauz. No. 

Senator Smrru. Did you hear any such demand from the cotton 
merchants? You know what a cotton merchant is, and how he 
operates? 

Mr. DrSauuz. Yes. 

Senator Smira. Did you hear any demand from the ginners? 

Mr. DiSauz. No. 
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Senator Smrrn. Did you get any demand from the mills who 
manufacture cotton ¢ 

Mr. DrSatie. No. 

Senator Smrrn. Did you get any demand 

Mr. D1Saute. Isolated calls, though. 

Senator Smrrn. Well, those isolated calls were in a few instances 
where the millman was speculating on the market; was it not? Was 
not that the case ? 

Mr. DiSautir. Yes; I would say so. 

Senator Smrrn. That was the reason. Did you get any demand 
from the people who sell the product, the sales agencies, the jobbers, 
for instance; you had no demand from them, the representatives of 
the mills? 

Mr. DiSatxe. No. 

Senator Smrru. So that there is not any doubt now but that every- 
body who knew most about cotton, none of them asked for such an 
order as this? 

Mr. DiSaute. That is right. 

Senator Smrru. And I believe you told us earlier that it was your 
idea based upon these investigations which you made? 

Mr. DrSatxe. That is right. 

Senator Smrru. And I believe you said also that those investi- 
gators you sent around were men out of your department? 

Mr. DiSauie. Yes. 

Senator Smrru. That you had recruited ? 

Mr. DiSatxe. Yes. 

Senator Smrrn. Did you tell us who those men were and their 
background, would you, so that we could see whether or not they 
were people who knew anything at all about the cotton ? 

Mr. DiSatue. I would say that most of the information with refer- 
ence to the technical material contained in the regulation was secured 
from the experts at the Department of Agriculture. 

Senator Smirn. Were those experts people who dealt in cotton, 
either growth or processing ? 

Mr. DrSarxe. I do not know what their background is. What is 
their background ? 

Secretary Brannan. I think the answer is “Yes,” many of them. 

Senator Smirn. How do you account for the fact that your action 
which you took was contrary to what I understand was the advice of 
Mr. Brannan ? 

Mr. DiSarix. The act requires that I stabilize prices. I was ap- 
ointed by the President, confirmed by the Senate for that purpose. 

he demand that is placed upon me for the stabilization of prices comes 
from the vemonaietiies that is placed in me according to the act. 

Senator Smrrn. I am not raising the question about your integrity, 
Mr. DiSalle. I am just asking you how you arrived at the conclusion 
that you did reach in spite of and in the face of what the Secretary of 
Agriculture had advised? 

Mr. DrSatix. The way any judge arrives at a decision, after listen- 
ing to all of the facts, he makes a decision which may be satisfactory 
to one side of the case and not satisfactory to the other side. 

Senator Smrrn. So you reached a conclusion. After this investi- 
gation you made you really knew more about what ought to be done 
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than the Department of Agriculture knew about it, that is, Mr. Bran- 
nan ¢ 

Mr. DiSauxe. I came to the conclusion that if this action was not 
taken the price of cotton on the exchange would continue to rise and 
that it would be reflected ultimately in increased costs to the con- 
sumer. 

Senator Smrrn. Did you realize the situation as it was reflected 
in the price of cotton in Mexico and in Brazil that have been men- 
tioned / 

Mr. DiSauie. Yes, certainly. 

Senator Smrru. Do you think now that the cotton price should be 
fixed so that the American farmer be penalized while the Mexican 
farmer, raising the same product, would get 60 percent more in the 
world market ¢ 

Mr. DiSauie. We are not attempting to penalize anyone. We are 
attempting to fix prices that are fair and equitable. 

Senator Smirxn. Do you not realize there is a relationship between 
the price of cotton on the world market and the price in Mexico and 
Brazil and the United States? 

Mr. DrSauie. There are many relationships that are disrupted in 
abnormal times and certainly these are abnormal times. 

Senator Smrru. You never attempted to consider the welfare of the 
farmer whose product you were going to put a price on ¢ 

Mr. DiSauze. I certainly did. 

Senator Smiru. You did? 

Mr. DrSauie. Yes. 

Senator Smiru. Why did you think that ? 

Mr. DiSauue. I felt that this was a fair price and that the farmer 
would do all right on it based on the figures that we have secured show- 
ing what the cost is to the producer and the price for which he 
normally sells his cotton. 

Senator Smiru. You never produced any cotton ? 

Mr. DiSaute. No. 

Senator Smrru. If you had two bales of cotton here and reached 
in—you have seen them sample—do you know how to sample, pick out 
a handful of it and do it that way / 

Mr. DrSauzez. I have had that demonstrated to me many times. 

Senator Smiru. You could not tell to save your life the difference 
between fifteen-sixteenths and inch staple ¢ 

Mr. DiSauze. There are people who can. 

Senator Smirn. You coal not ? 

Mr. DiSauiz. No. 

Senator Surru. Did you have any people like that working on this 
order? 

Mr. DrSauz. I do not know whether any of Charlie’s people could 
grab cotton that way. 

Secretary Brannan. Sure, they could. 

Senator Smiru. So that, Mr. DiSalle, when you made this order you 
made it upon the basis of the information which you got from these 
various sourees ¢ 

Mr. DrSauie. That is the only way I could proceed. 

Senator Smrru. But as to the over-all conclusion you reached, you 
reached a different conclusion from Mr. Brannan ? 

Mr. DiSauie. That is right. 
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Senator Smrrn. And do you mean to tell us that you think you know 
more about agricultural products, such as cotton, now, than Mr. 
Brannan does? 

Mr. DrSautz. No, I certainly do not know as much about agricul- 
tural products as Mr. Brannan does, but I have the responsibility for 
holding prices which Mr. Brannan does not. 

Senator Smrru. Is not that a responsibility that is supposed to be 
in accordance with fairness to all of the parties involved ¢ 

Mr. DiSauie. That is right. We feel it is fair. 

Senator Smrru. But Mr. Brannan does not think so. 

Mr. DrSauxe. I do not believe he said that. 

Senator Smrru. I did not say he said that. He does not think that, 
does he? 

Mr. DrSautz. I think Mr. Brannan’s conclusion was that it would 
be difficult to enforce. 

The Cuarmman. That is right. 

Mr. DrSauie. There were technical problems that would be difficult 
to resolve, but I am certain that he never said that he did not think that 
the price of cotton at this time is a fair price. In fact, the Department 
of Agriculture support price is considerably below 45 cents. 

Senator Sarrn. That price was made before the price had begun 
rising. 

Mr. DrSauiz. Just recently, the new support price, within the past 
2 weeks. 

Senator Smirn. So that you think that you have reached the con- 
clusion that is correct ? 

Mr. DiSauie. I would not have signed the order if I did not feel 
it was correct. 

Senator Smrrn. I am not talking about that. I am talking about, 
do you think so? 

Mr. DrSauue. Yes, I still think so. 

Senator Smrru. In spite of all of the evidence that has been pro- 
duced before you to show the error of what you have done, you place 
no credence on anything that has been said to you about this since you 

signed the order? 

“Mr. D1Satue. I have no question about the integrity of the gentle- 
men who have made statements. I certainly feel that mine was made 
on the basis of w ee er integrity I possess. 

Senator — am not questioning that. 

Mr. DiSaute. I am certainly not questioning the integrity of any- 
body who differs «re me. 

Senator Smiru. I am asking you, though, in the light of all of the 
information that ta been given you if you still think that you were 

justified or that you are now justified in retaining that order? 

Mr. DrSanxe. Yes. 

Senator Smrru. So that all of the information given to you since 
then has done no good ? 

Mr. DrSaute. I do not know whether it has done me any good, but 
it has not changed my opinion. 

Senator Smrrn. It has not given you any information that would 
cause you to want to modify your opinion at all? 

Mr. DiSauxe. The information that we received today has been 
mostly cumulative. We had most of the information before we made 
the decision. 
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Senator Smrrn. So you stand alone here with everybody of every 
kind and nature who has a thing to do with it—you stand on one 
side and they stand on the other, and you think you are right? 

Mr. DiSatie. Mr. O’Malley—he works for me—he will have to 
agree with me. 

Senator Smrrn. So you are relying on Mr. O’Malley who knows 
less about cotton than you do. You are relying upon him? 

Senator McKettiar. I just wanted to ask you a question. You said 
you would not require any increase in the normal set-up that you have 
now for carrying out this order. 

Mr. DiSauie. That is right. 

Senator McKetiar. How many have you on the rolls now, will you 
give it to us; I know you cannot furnish it this afternoon, but will you 
put it in the record? 

Mr. DrSauxe. I can give it to you right this afternoon. 

Senator McKetiar. We would be glad to have it. 

Mr. DiSautue. When I say that, I want to make it clear that I mean 
the normal employment at the Office. As we open our district of- 
fices and continue to staff them as a result of this regulation we will 
not hire additional people. At the present time we have about 1,300 
people in the Washington office, approximately 2,000 people in our 
regional and district offices. That will be increased as our program 
expands. 

Senator McKet.ar. That would be 3,300 people now. 

Mr. DrSatre. If our normal employment at the end of the year 
would be 15,000, as the result of this order it would not be more than 
15,000. 

Senator McKetxar. That is all. 

Senator Stennis. I believe one of the main things on the mind of 
everyone is whether or not this 45-cent rege is going to prevail, should 
there be a huge production. Mr. DiSalle, you think that next fall the 
farmers will get this top price for their cotton, is that your idea; were 
you persuaded that the farmer would even in the face of a 16,000,000 
bale production ? 

Mr. DrSautrez. I am not certain of that, sir. The exchange people 
that came in and other cotton experts say that if there is a large crop, 
a large production, the price of cotton would find its own level in the 
market and the market might decline, but if it does it will decline 
because of large production and not because of anything we are going 
to do. 

Senator Stennis. You know the terrific impact, though, of the 
16,000,000 bale production on the market next fall, you know that? 

Mr. DrSautz. That is right. 

Senator Stennis. That is what is worrying the producers and the 
agencies and the banks and all who have to finance this crop and 
plant it now, They cannot wait until next fall. Did you weigh those 
in your consideration of this thing? 

Mr. DrSauie. Yes; we certainly did. 

Senator Stennis. And you thought that even if cotton went down it 
would not go down much below the ceiling? 

Mr. DrSatze. I would think that the demand would be such that 
the price of cotton would be kept up pretty well, especially in view of 
the large demand would be made on us from the rest of the world. 
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Senator Stennis. While we are on that subject now if that price 
does go down, let me ask Secretary Brannan what he could offer here 
toward opening up the export market so as to absorb and run that 
price back up. That would be one channel of escape that the farmer 
would have toward having to sell way under the ceiling. Would you 
say anything on that aml 

Secretary Brannan. Senator Stennis and Mr. Chairman, the export 
market will not have to be opened up. It is there. We do not have 
any limitation on the export market for 1951 cotton. 

The Cuatrrman. You have already made some 1951 sales. 

Senator Stennis. But if that price should drop 5 cents a pound 
when this 16,000,000 bales of cotton comes on the market, if you have 
export controls on there, why you could relieve the situation somewhat 
by changing those controls, could you not? 

Secretary Brannan. If we had export controls on; yes, sir. 

Senator Stennis. That would be one way of helping out? 

Secretary Brannan. But we only are required under the statute to 
look at the possibility of export controls or examine the possibility 
when the domestic supply is threatened and, therefore we would not 
start out at the beginning of the year by putting on any export limi- 
tation, and may not at all. 

Senator Srennis. I am sure of that, but assuming that you did put 
in those controls if the price ran down, that would be some inducement 
to you to relax your control, would it not? 

ecretary Brannan. I would, Senator Stennis. However, price is 
not the primary objective of export controls. 

Senator Srennis. I am sure of that, but that is the only esca 
away from these lower prices that the farmer would have, what help 
you might be able to give him through export controls, and maybe 
you could not give him any there. 

Secretary Brannan. Through assisting him to obtain his maximum 
export market ? 

Senator Stennis. There is no other escape, is there, for him? 

Secretary Brannan. No. 

The Cuarman. I will turn the meeting back to Congressman 
Brown. 

The Vice Cuarmman. We will hear next from Mr. Gathings of 
Arkansas. 

Representative Garuines. Mr. Chairman, it is getting late, but I 
want to say this. The American people are speaking to you, Mr. Price 
Director. You cannot put 150,000,000 people under one roof. Right 
here in this room today there have been the representatives of 20,000,- 
000 people who directly or indirectly make their living out of cottan. 

Let us see what the American people say. [Reading:] 

We strongly urge you to insist that the ceiling price on raw cotton be rescinded. 


It seems to us that the Office of Price Stabilization is not interested in controlling 
the price of anything except farm products. And those only at the farm level. 


We go down through here, and here is another one: 
Apparently, to kill the possibility of a ceiling on raw material. 
I have here, Mr. Price Director, several hundred wires and several 


thousand names. That is what the American people are saying today. 
Mr. DiSatte. I can match those. 
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Representative Garuines. I want to ask you from all of this meet- 
ing here today, will you or will you not repeal and rescind this order ¢ 
fr. DiSauix. I was just going to say that I could match those tele- 
grams and letters from a good many Americana who say that we are 
not controlling anything and who are complaining about prices con- 
stantly. 

As tar as any information that I received here today, I heard no 
information that had not previously been presented to us by the differ- 
ent people that we have talked to and there would be nothing that 
would cause me to rescind the order. 

Representative Garuines. Those letters and those communications 
came from consumer groups, is that not right? 

Mr. DrSautie. Not consumer groups. People. 

Representative Garuines. People? 

Mr. DiSattez. Yes. 

Representative Garuines. Who buy at the market price. I have on 
a shirt that cost me $3. The farmer got 30 cents. You are putting 
a ceiling on the 30 cents and not putting it on the $3. 

Mr. DiSatxz. That is not right. The ceiling is on the shirt, too. 

Representative Garuines. Do you not know that you could do the 
same thing by applying it on the finished product? 

Mr. DiSaxe. P do not believe that we could. 

Representative GaruiNes. You are going to force action on the part 
of Congress, is that right? 

Mr. D1Satte. That is a matter of discretion for Congress. 

Representative Garuines. I hope we clip your wings. 

Representative Cootry. You have given an answer to Mr. Gathings’ 
question to the effect that nothing that has transpired here today 
would cause you to rescind the order. I would like to ask you this 
question : If you will not agree to reconsider the provision of the order 
with the idea of exempting from the provision of the order contracts 
consummated prior to the issuance of the order? 

Mr. D1Satie. That is being considered now. 

Representative Cooter. If you do that I am told by the textile men 
and cotton merchants that that will alleviate the situation, at least, in 
some degree. It does seem to me that in fairness to these businessmen 
who have in good faith made contracts that you should permit them 
to consummate those contracts and make deliveries. 

Mr. DrSatuz. That is being considered now, and if we find that it 
= be done without disturbing the stabilization program, it will be 

one. 

Representative Cooter. Thank you very much. 

The Cuarrman. I am glad to hear you say that. 

The Vice Cuarrman. The clerk will record the name of Representa- 
tive Jamie L. Whitten, of Mississippi, who desired to be here to op 
the ceiling on raw cotton, but as the chairman of another committee 
he had to go there. 

The CHarrman. There are a good many Congressmen who have 
asked to file briefs. Are there any further questions? 

Representative Murray of Tennessee. I should like to ask if he has 
a cotton advisory committee. 
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Mr. DrSauie. We have 700 committees in process of organization. 
I am not certain what all of the committees are. I would imagine that 
cotton would be one of them. 

Representative Murray of Tennessee. Do you have a standing ad- 
visory committee now representing the cotton producers and the cot- 
ton merchants and the cotton men who finance the cotton crop ? 

Mr. DrSaue. Not as yet. 

Representative Murray of Tennessee. You say that eight or nine 
economists prepared this order. Will you supply for the record the 
names and the background of these eight or nine economists who 
prepared this order ? 

Mr. DiSatue. The following people participated in or were con- 
tacted in the preparation of the regulation: 


Affiliation 
EB. Alliot- _....... New York Cotton Exchange. 
T. Bancroft__..._... Turner, Halsey & Co. 
E. D. Bell _..... Cotton Branch, Agriculture. 
_ 2 ee... Do. 
W. Brayer__ Business specialist, Office of Price Stabilization. 
Charles Carvin_._.... Chief, Textile Brand, OPS. 
R. Calendar_ Commodity Exchange Administration, Agriculture. 
B. Caplan Economist, Council of Economic Advisers. 
BE. F. Creekmore_._.. New Orleans Cotton Exchange. 
R. K. Dawson_._._.._. Commodity Exchange Administration, Agriculture. 
L. Fleming... ~~~. Anderson, Clayton & Co. 
J. E. Harris_._.._.._.. Executive vice president, Mount Vernon-Woodbury Mills. 
Joseph N. Kallick... Chief, Consumer Goods Division, OPS. 
W. D. Lawson Vice president, Cotton Shippers Association. 
We New Orleans Cotton Exchange. 
D. Manget Do 


J. M. Mehl Commodity Exchange Administration, Agriculture. 
R. Raper Cotton Branch, Agriculture. 
iy he) Cotton Shippers Association. 
R. Whittaker Cotton Branch, Agriculture. 


Representative Murray of Tennessee. Did any of them ever have 
any experience in producing cotton or marketing cotton or financing 
a cotton crop ¢ 

Mr. DiSauue. Yes. 

Representative Murray of Tennessee. Which one of them? 

Mr. DiSatie. We will get you those names. 

Representative Murray of Tennessee. Name them now. 

Mr. DiSauue. I would rather not give them to you now. I want to 
give you the accurate information. 

Representative Murray of Tennessee. And you are confident that 
this order will not curtail the maximum of 16,000,000 bales of cotton 
this year; is that right? 

Mr. DiSauue. I am absolutely confident of that. 

Representative Murray of Tennessee. Have you looked into the 
question of the financing of the cotton crop this year, what effect it 
will have on that? 

Mr. DiSauix. Yes; we have. 

Representative Murray of Tennessee. You said that a Mr. Caplan 
helped prepare this order, Who is Mr. Caplan? 

Mr. DrSattr. Mr. Caplan is an economist now attached to the Coun- 
cil of Economic Advisers. 

Representative Murray of Tennessee. Did he ever have any cotton 
background ? 

Mr. DrSatxez. I would not be able to tell you that. 
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Representative Murray of Tennessee. He was with the old OPA? 

Mr. DiSauue. Yes; he was. 

Representative Murray of Tennessee. If upon further reflection, 
after listening to all of these pleas, you are convinced that your cotton 
ceiling order is unsound, then certainly you will change the order, 
will you not? . 

Mr. DiSauxe. Absolutely. 

Representative Murray of Tennessee. That is all. 

The Cuarmman. One more question, and then I understand that will 
be all. 

Representative peGrarrenriep. Whose advice, what man’s advice, 
or men’s advice who had a cotton background, did you have before 
you issued this order; will you name some of them? 

Mr. D1Sauuez. Is that addressed to me? 

Representative ppeGRAFFENRIED. Yes. 

Mr. DrSauxz. I will furnish a list of them. 

Representative peGrarrenriep. You do not know any at the pres- 
ent time, yourself? 

Mr. DrSauxe. Yes, I know quite a few of the people, but I am not 
familiar with the names of people in Agriculture with whom we 
consulted. 

Representative peGRrAFFENRIED. How did you happen to select cot- 
ton as the first thing that you issued this order on? 

Mr. DrSaute. Cotton is not the first thing. We covered most every- 
thing by the general ceiling-price regulation, including cotton at the 
gin level. We found after the general ceiling-price regulation was 
issued that the exchanges could not operate because of the variety of 
ceilings that they had during the base period, December 19 to January 
25. We were asked to correct that. In the correction of that, 
attempting to establish a ceiling under which the exchanges could 
operate, we found that we would have to place the ceiling on cotton 
according to grade and staple and area, and that is what this regula- 
tion does. 

Representative peGrarrenrieD. I would like to ask you why you 
think it would be ineffective to fix the price on the finished product. 

Mr. D:Sauie. We do have a ceiling on the finished product, but we 
feel that that ceiling would not last long, would not be effective. Price 
controls generally would not be effective if we did not control from 
the raw product to the finished product. 

Representative peGrarrenriep. I believe you have already stated 
that in issuing this order you did not go on the recommendation of 
the Secretary of Agriculture and the knowledge he has, or the recom- 
mendation of the cotton producers or the mill men or anybody con- 
nected with the cotton industry ¢ 

Mr. DiSauze. The regulation was issued not upon the recommenda- 
tion of anyone, but after securing information from all of those indi- 
viduals. The conclusion was our own. 

Representative peGrarrenriep. You went against the recommenda- 
tion of the Secretary of Agriculture, did you not, in issuing this order ? 

Mr. DiSatie. I am not sure whether a full recommendation was 
made or not. I think that the Secretary presented a program which 
we did not feel would keep the price of cotton down. 

Representative peGrarrenrtep. He did state that he did not think 
that you could enforce this order; did he not? 
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Mr. DiSaure. Yes; he did. 

He did not say that it could not be enforced. He said it would be 
difficult to enforce. 

Representative peGrarrenriep. A program that is difficult to 
enforce and may not be enforcible rd not be workable, if you could 
not enforce it; would it? 

Mr. DiSauie. There is not any part of this entire price program 
that is not difficult to enforce. 

The Cuarman. I want to agree on that. I also want to make this 
statement. We were very particular to have Secretary Brannan and 
Mr. Trigg and Mr. Woolley here, when we considered the Defense 
Production Act. I speak personally, because I do not know what 
the rest of the committee thinks. I think they are pretty good men 
and know something about agricultural products. We had a lot of 
testimony from Mr. Trigg and the others about the situation. And 
I do hope that the Department of Agriculture will do more than sim- 
ply confer, because it was the opinion of the committee that when it 
comes to agricultural products, the Department of Agriculture knows 
more than any other agency. 

I can understand Mr. DiSalle’s problem. Nevertheless, I do think 
that the Department of Agriculture is in a position that Mr. DiSalle 
is not in. They have years of experience and an enormous organiza- 
tion. They know about wheat, they know about corn, they know 
about hogs, and all of those articles. That is all I have to say. 

The Vice Cuarmman. In all sincereity, I am asking Mr. DiSalle 
again to change his order. The people here who represent the cotton 
industry believe that you could control the price of cotton so as 
not to injure the consumer by putting the ceiling on their finished 
goods. I think in due deference to everybody you ought to try that 
out. If it does not work, then you can change the order. I do not 
think you ought to go ahead against the best judgment of everybody 
in the industry and in the Department of Agriculture who taows 
cotton and put it on both now. I think you ought to try the other 
and change the order. I think that is a fair proposition. 

Mr. DiSauie. Mr. Brown, trying to ated the price of cotton 
without controls was tried from June 24 until January 25 and as a 
result we got a 40 percent increase in the price of cotton. 

The Vice Cuarrman. You did not try to put it on the finished 
product. We had no control at all. 

Mr. DrSatie. That is right. There were no controls. I am cer- 
tain if the price of cotton was decontrolled that the market would open 
tomorrow at a much higher figure than it opened today. 

The Vice Cuarrman. You can come back with an order and say, 
“T told you so.” Iam just asking you to try it out, abide by what the 
Department of Agriculture and these people say. If it does not work, 
nobody can criticize you. 

Mr. DrSaute. Let us do it the other way. If this order does not 
work, we will change it. 

The Vice Cuarrman. You can try the stabilization program and 
if it fails you can establish the ceiling. Then nobody can complain 
to you. 
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The Cruarrman. I hope that this meeting will be of some benefit, 
Mr. DiSalle, because the cotton interests and the people of the United 
States will give due consideration to what has been said here, and 
I trust that you will. After all, we have this law before us. I do 
not mean to threaten, [ am not that sort of person, but we have to 
rewrite this law here. There is no agriculturist, no farmer, no agrono- 
mist that wants ceilings, but they are deeply concerned, as so evidently 
has been brought out here, not whether it will be 30 or 40 or 50 or 60 
cents, and it is not enforceable, and is it not sort of socializing, you 
might say, the farmers by putting a ceiling price on them and putting 
them in a strait-jacket. Price is not the fear. My fear is socialism. 
I saw them close up the Liverpool Exchange, the Bombay Exchange. 
I saw socialism move in on England. I witnessed it with my own eyes. 
I do not suggest for one moment that you have any thought like that. 
I do not mean that, but I only mention that because this order is going 
to be a little tougher to my way of thinking to enforce than some people 
think, and it will not honestly work. 

The meeting is adjourned. 

(Whereupon, at 6: 10 p. m., the committee adjourned.) 

(The following matter was received for the record :) 


STATEMENT oF J. W. FuLsricut, A UNrrep States SENATOR FROM THE STATE OF 
ARKANSAS 


The Office of Price Stabilization regulation establishing a fixed ceiling price on 
raw cotton has aroused widespread opposition throughout the cotton industry ; 
from the farmer to the mills. The basis for dissatisfaction with the order is 
more than a desire of a segment of our economy to be given an exemption from 
the economic stabilization program. Rather, the opposition stems from a firm 
belief that the Office of Price Stabilization’s directive will not be workable, that 
it will destroy the efficient cotton marketing system, and that there are other 
proposals for price stabilization which in the long run will be more beneficial 
to both producers and consumers. 

This is not simply a question as to whether cotton prices should be stabilized. 
It is a question as to how cotton prices can best be stabilized. It is significant, 
I believe, that the cotton industry which includes farmers, merchants, mills, and 
others is unanimously opposed to Regulation No. 8. Furthermore, the Depart- 
ment of Agriculture has joined with the industry in recommending a stabilization 
program which will be effective in preventing a disruption of the over-all price 
control program. 

It seems logical to me that the proper starting point for controls on cotton 
is that point reached by the Office of Price Administration in its approach to this 
problem during World War II. Our 4 years’ experience under OPA should not 
be thrown overboard for a completely new and untried regulation which would 
revolutionize a production and distribution system which has operated success- 
fully.for 150 years. The industry knows what it can expect from controls 
patterned after the OPA regulations covering cotton products in World War IL. 
These regulations may need patching but they should be tried in this initial 
period. 

My principal objection to the regulation issued by the OPS is that it will 
result in widespread black market. It is clear from the evidence supplied to 
the Defense Production Committee that because of the nature of a commodity 
which may be classed into many hundred staple lengths, grades, and types, there 
will be frequent evasion of the price ceilings. The honest farmer, the honest 
merchant, and the honest miller will all be at a great disadvantage and the 
established cotton distribution system will gravitate into the hands of dis- 
reputable businessmen and black marketeers. 

In view of the alternative program to stabilize cotton and textile prices, I 
believe that Regulation No. 8 should be rescinded. 
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STATEMENT BY THOMAs C. HENNINGS, Jr., A UNrTep States SENATOR FROM THE 
STaTe oF Mrssourt 


It seems obvious that Mr. DiSalle has made a serious mistake in establishing 
ceiling prices on raw cotton instead of fixing the price at the textile level, which 
is the method desired, so far as I have been able to determine, by almost everyone 
in all phases of the industry. 

First of all, we must remember how vital it is in this year of defense mobiliza- 
tion to produce a large crop of 16 million bales. The farmers, up to this point, 
have shown a most patriotic willingness to do their utmost toward full production 
but now we have a new element of uncertainty that causes them to wonder. 

The cotton industry has many peculiarities of its own which it seems to me 
that Mr. DiSalle has overlooked in‘ his most commendable desire to be fair to 
everyone in the establishment of the price stabilization program. 

The cotton exchanges constitute the heart of the marketing system. When 
the freeze order was announced late in January, the exchanges had no choice but 
to close down. Now, with the announcement of the ceiling prices on raw cotton, 
they are open again but what are they to do if and when all kinds of cotton reach 
the established ceilings. Because of the many classifications and grades of 
cotton, it is a very widespread feeling that the ceiling will retard the marketing 
of the raw product. Put the ceiling on the finished products and accept Secretary 
Brannan’s suggestions for stabilizing, and I believe we need have no fear that the 
prices of raw cotton will be stabilized without any kind of a run-away. 

Why was the program developed and recommended by the Department of 
Agriculture rejected? That was highly regarded as a workable solution of the 
problem and because of so much general agreement on the workability of that 
program, the cotton producers expected approval of it. Then Mr. DiSalle stepped 
in with his own idea—even going so far as to say the entire stabilization program 
would be doomed if it were not put into force. I sincerely hope that Mr. DiSalle 
and his colleagues—including any who happen to know anything about cotton— 
will give some more serious study to this question and review the action he has 
taken. At the very least, he can consider some amendments to the regulation 
which might constitute some relief. 

I am disappointed that Mr. DiSalle went ahead with the cotton order because 
some time ago, when I joined Senator McKellar and other Members of the Senate 
in a visit to the White House and we presented the case for doing without a 
ceiling on raw cotton, I had a distinct hope that such a rigid shackling process 
would not be applied. 

I received quite a number of telegrams pointing up the seriousness of this situ- 
ation and I would like to have the record show the names of some of those who 
wired me. They are— 

Mr. Tom F. Baker, president, Missouri Cotton Producers Association, Sikes- 
ton, Mo. 

Mr. J. H. Woodson, Caruthersville, Mo., 

Mr. G. P. Letner, Bragg City, Mo. 

Mr. J. W. Karsten, Jr., executive vice president, Arkansas-Missouri Ginners 
Association, Kennett, Mo. 

Mr. J. E. Broderick, Bragg City, Mo. 

Rolwing Moxley Co., Charleston, Mo. 

Mr. Charles Stults, Bragg City, Mo. 

Mr. Floyd Foster, Bragg City, Mo. 

Mr. Sonnie W. Walker, Bragg City, Mo. 

Arline Avery, southeast Missouri State board member, Missouri Farm Bu- 
reau, Portageville, Mo. 

Mr. W. E. Smith, Caruthersville, Mo. 

Lamar Thompson Cotton Co., Hayti, Mo. 

Mr. Clyde Maloney, Hayti, Mo. 

Mr. Edward A. Ruff, Hayti, Mo. 

Mr. Will Griggs, Hayti, Mo. 

Caruthersville Custom Gin, Caruthersville, Mo. 

United Farm & Gin Co., Caruthersville, Mo 

Mr. John Druanant, ginner, Caruthersville, Mo. 

Ward Coppage Mercantile Co., Caruthersville, Mo. 

Mr. R. K. Swindle, Senath, Mo. 

Mr. H. B. Campbell, Lilbourn, Mo. 

Mr. Leo A. Fisher, Sikeston, Mo. 

Mr. Thomas Osborne, Hayti, Mo. 
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Mr. Glen Peterson, Hayti, Mo. 

Mr. Joseph L. Matthews, Sikeston, Mo. 

Mr. Ray Ward, Hayti, Mo. 

Mr. BE. T. Coleman, Jr., Sikeston, Mo. 

Mr. John D. Till, Jr., Hayti, Mo. 

Mr. John Miller, Hayti, Mo. 

Mr. G. M. Mills, superintendent, Federal Compress & Warehouse, Co., 
Lilbourn, Mo. 

Mr. Paul Crouthers, Crouthers Farms, Inc., Libourn, Mo. 

Mr. Paul Foster, Laforge Gin Co., Lilbourn, Mo. 

Mr. O. H. Acom, Hayti, Mo. 

Mr. L. D. Holmes, Senath, Mo. 

Mr. Leroy Whitener, Hayti, Mo. 

Mr. Victor E. Downing, Kennett, Mo. 

Senath Gin Co., Senath, Mo. 

Mr. Fred Wallace, Charleston, Mo. 

Bank of New Madrid, New Madrid, Mo. 

Mr. M. R. Rowland, Caruthersville, Mo. 

Mr. Ralph Rushing, Pemiscott County, Mo. 

Mr. J. B. Massey, Kennett, Mo. 

Mr. W. H. Willey, Jr., president, Southern Cotton Shippers Association, 
Memphis, Tenn. 

Mr. Earl Back, Hayti, Mo. 

Mr. F. W. Johnson, Kennett, Mo. 


ieee 


STATEMENT oF Estes KeEravuver, A UNITED States SENATOR FROM THE STATE OF 
TENNESSEE 


Mr. Chairman, I have introduced a bill to amend the Defense Production Act 
of 1951 so as to make it the sense of Congress that controls to effectuate the 
stabilization of cotton prices should be established by ceilings on cotton textiles 
and other cotton-end products. An identical bill has been introduced in the 
House of Representatives by Representative Frank Smith, of Mississippi. 

The setting of ceiling prices on ginned and baled cotton by the Office of Price 
Stabilization is ridiculous. It reflects a lack of knowledge of our cotton economy, 
entirely ignores the precedents set, as well as revealing a startling lack of appre- 
ciation of the complicated problem. 

I wish to state at the outset that we in the South are not complaining about 
the cotton-pricing order for the reason that we want any preferential treatment. 
Our goal is not higher prices. What we seek is stabilization of cotton prices in 
a manner that will permit our No. 1 agricultural economy to operate as it has 
for over a hundred years, and be stabilized at the same time. 

This can be done, because it has been done. The Office of Price Administration 
stabilized the price of cotton during World War II by controlling the price of 
textile products and other cotton-end products, The price these processors can 
pay reflects back on the price of raw cotton. The system worked well during 
the war, and there is no reason to junk it now. 

The order issued by the Office of Price Stabilization last Saturday fails to 
recognize some very pertinent peculiarities of the cotton-trading system which 
has been built up over many years of successful operation. Much of this system 
is related to our free enterprise procedure of trading in cotton futures. It was 
proven in the last war that cotton can be stabilized in such manner that trading 
in futures can be continued. We remember all too well—and are apprehensive— 
that England closed her cotton market for 1 day back several years ago, and 
it has never opened again since. Exchanges are an integral part of our cotton 
economy, and we should encourage, rather than hamstring, them. 

This order has a peculiar effect on the Midsouth, because down there we still 
have pretty much of a one-crop economy, and that one crop, of course, is cotton. 
Our farmers will be hit hard by this order, and when they are hit hard, every 
business enterprise that depends upon the farmers’ income from cotton will be 
hit, too. 

After all, the answer to this problem is production. The decreased production 
of last year is the reason we have higher cotton prices today. What we should 
be seeking is greater production, and I submit that “squeezing” the cotton farmer 
right out in the field, and at the gin, will not result in more production. Actually, 
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in effect, cotton production will fall off even more at a time when world condi- 
tions demand greater farm production. 

The great hue and cry from the farmer now is nothing to what it may be 
later on. Without the commodity market, the cotton farmer has no incentive 
to increase his acreage. His anticipation of future prices determines his present 
production. 

I fear under this order the Goverument will find itself buying cotton eventually 
at the parity price—382 cents a pound—and our free-enterprise system in this 
particular will be ruined. 

This is far too important a matter to escape the attention of Congress. There 
is a proper, practical, and proven way to do the job, and it ought to be done 
that way. I think my bill would accomplish the end sought without a permanent 
disruption of our cotton economy. 

Finally, Mr. Chairman, I think the basic problem goes deeper. If we are to 
prevent recurrences of these problems, the agricultural representation in the 
Office of Defense Mobilization should be brought into better balance. 

l appreciate the courtesy of the committee in permitting me to add my testi- 
mony on this vital matter deserving of your consideration. 


Unitrep Stares SENATE, 
COMMITTEE ON Pusiic Works, 
March 8, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DearR SENATOR MaysaNK: I wish to extend my remarks for the record of 
hearings before the Joint Banking and Currency Committee, relative to the order 
fixing the price on raw cotton. The statement is as follows: 

The entire Oklahoma congressional delegation met on the morning of March 8 
to discuss the order of the Office of Price Administration fixing the basic ceiling 
price of 45.76 cents a pound on raw cotton. We were unanimous in our opinion 
that this order was not in the public interest. 

As spokesman for the Oklahoma delegation, I advised the committee of the 
unanimous decision of the Oklahoma delegation to appear in protest to any 
attempt to impose a ceiling price on raw cotton. We feel that no such action 
is necessary. No such action was taken in World War II. We do not feel that 
such action was contemplated under the present law. We join others in the 
effort to prevent what we regard as an unwarranted, unjustified, and unworkable 
action. 

Members of the Oklahoma delegation have received hundreds of telegrams 
and letters protesting the action which would attempt to fix a ceiling price on 
raw cotton. As typical of these telegrams and letters, and in order to conserve 
space in the record, we wish to file the two attached telegrams. 


Sincerely yours, 
Rost. 8. Kerr. 


[Telegram] 


OKLAHOMA CiTy, OKLA., March 7, 1951. 
Senator Rogert 8S. Kerr, 
Senate Office Building: 

Please represent cotton interest of Oklahoma and the rest of the beit at 
hearing of Senator Maybank tomorrow, and urge lifting ceilings on raw cotton 
as this tends to fix price paid to producer which was not intent of defense bill. 
Ceilings will inevitably reduce production of this second most vital war material. 
They will also cripple or destroy established complex marketing system and 
seriously hinder distribution of stocks to mills which in turn delays fulfillment 
of defense contracts. Industry and Department of Agriculture have worked 
out plan they believe will prevent rocketing prices yet would allow free movement 
of crops. Make every effort to see this plan substituted for ceilings as they 
now stand. At the moment cotton industry is in one heck of a fix. Please do 
what you can. 

Brit Rasco, 
Oklahoma State Cotton Earchange. 
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(Telegram) 


OKLAHOMA Crry, OKLA., February 7, 1951. 
Hon. Rosert 8S. Kerr, ‘ 
Senate Office Building: 

Association directors in regular session today strongly recommended to ESA 
that raw cotton in bales be exempted from ceiling prices irrespective of seller. 
With the Department controlling exports and ceiling on finished cotton goods, the 
price of raw cotton will undoubtedly be held at a reasonable level. It is 
important that the producer have this assurance to justify planting maximum 
acres recommended by the Department. 

P. E. HARRILL, 
Vice President and General Manager, Oklahoma Cotton Cooperative 
Association. 





STATEMENT OF Ernest W. McFArtanp, a Untrep States Senator From THE 
STATE OF ARIZONA 


I am presenting for the record wires of protest I have received from my 
constituents regarding the freeze order on the price of raw cotton recently 
announced by the Economic Stabilization Agency. In my opinion, these wires 
give an accurate picture of the effect of this order. 

In addition to these telegrams, I have received by telephone the personal 
protest of Mr. Cecil H. Collerette, president of the Arizona Cooperative Cotton 
Growers Association, Casa Grande, Ariz. 

I request that these communications be placed in the record for the 
consideration of the committee. 





[Telegram] 
PHOENIX, ARIZ. 
Senator Ernest W. McF'arianp, 
Senate Building, Washington, D. C.: 
Cotton regulations, just released, just will not function. Will force honest 
law abiding cotton shippers out of business. Place ceilings at mill levels as was 


previously done. Regards. 
Bert FLEMING. 





{Telegram ] 
PHOENIX, ARIZ, 
Senator E. McFar.anp, 
Senate Building, Washington, D. C.: 

Passage of Public Law 774 on raw cotton has created havoe in cotton industry 
and creating tremendous loss to point of some firms going almost broke. This 
law in effect is retroactive on past business which is most vicious type of legis- 
lation and amounts to confiscation. Aside from effect on industry in general 
it has proven disastrous to cotton growers who still have appreciable amount of 
stock on hand. I earnestly solicit your support in either abolishing this law or 
amending same to freeze prices at the mills level as was done last war and which 
proved workable. 

W. A. West, 
Secretary, Arizona Compress 4 Warehouse Co. 





[Telegram] 
PHOENIX, ARIZ. 
Hon. Ernest W. McF'ArRLaAnp, 
United States Senate, Washington, D. C.: 

We cannot understand why one man appointed in Government office can upset 
business practices of a hundred years. Every group representing cotton from 
the farmers to and incuding the mills, the American Cotton Shippers, and the 
National Cotton Council, certainly should have enough brains to outweigh 
DiSalle’s personal opinion. We are all as interested in preserving our Nation 
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from an economical and military standpoint as is DiSalle and feel that he acted 
arbitrarily in placing price ceilings on raw cotton and possibly in the future on 
other farm products. If Congress is going to let him get away with this then 
we do not know what we are heading for, and we earnestly urge that Congress 
do something to relieve a situation imposed on us that is absolutely unworkable 
and impractical. We understand Senator Maybank will endeavor to either kill 
or amend Public Law 774 in its application to raw cotton. Please do what you 
can to help him along. 
Tue Corton MERCHANTS OF ARIZONA, 
By Roserr W. Dickey. 


(Telegram ] 
PHoenrx, Artz. 
Hon. Ernest W. McFAar.anp, 
United States Senate, Washington, D. C.: 

The recent price ceiling on raw cotton I think is unenforceable, unworkable, 
and I hope unconstitutional, as it has the entire cotton industry in turmoil un- 
necessarily and uncalled for. I hope that Senator Maybank’s intentions of killing 
or amending Public Law 77 so that it will prohibit ceiling on raw cotton will 
have your wholehearted support. We are not against ceilings at the bill level 
as it has proved workable and satisfactory to all during the last World War. I 
know I am voicing the opinion of everyone that is familiar with what is going on. 

Ropert W. DIcKEY. 


[Telegram] 
PHOENIX, ARIZ. 
Hon. BE. W. MCFARLAND, 
United States Senate, Washington, D. C.: 
As a farmer I protest ceiling on raw cotton. Why not fix it at the cotton 


mills like the last war? 
R. J. Ser. 


[Telegram] 
PHOENIX, ARIZ. 
Senator Exnest W. MCFARLAND, 
Senate Building: 

Thanks for your prompt answer to our recent wires relative to feeling on 
raw cotton. Strongly urge you attend and testify at Senator Maybank’s watch- 
dog committee on National Defense Act tomorrow purpose being review of 
DiSalle order imposing raw-cotton ceiling. Order should be rescinded substitut- 
ing therefor industry program endorsed by Department of Agriculture. 

War 2 OPA placed ceiling on textiles but permitted normal functioning of 
raw-cotton market including future exchanges; OPS order as now issued will 
completely disrupt normal marketing procedures and closing of future ex- 
changes. Further may seriously curtail program of USDA to obtain necessary 
production of 16,000,000 bales this year. Your full support most urgently 
needed. 


Respectfully, 
JAMES D. MAYER, 


Agricultural Products Co. 


(Telegram ] 


Los ANGELES, CALIF. 
Hon. Exnest W. McF'ARLAND, 
Senate Office Building, Washington, D. C: 
Raw cotton ceilings unworkable. We urge your participation hearing called 
by Senator Maybank, Thursday. 


WESTERN CoTToN SHIPPERS ASSOCIATION. 
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(Telegram ] 
Los ANGELES, CALIF. 
Senator Ernest W. McFAsLanp, 
Washington, D. C.: 

Urge you do all possible in meeting March 8 regarding ceilings raw cotton. 
Present program unworkable. Suggest adoption of plan endorsed by Department 
of Agriculture. Production goal 1951 imperiled by this freeze. Appreciate 
your assistance urging rescinding of ceiling and adopting industry plan endorsed 
by Department of Agriculture. Regards. 

P. W.. PEpEN. 
WESTERN Cotton Propucts Co. 


(Telegram ] 
SaFForD, ARIZ, 
Hon. E. W. McFar.anp, 
Senate Office Building, Washington, D. C.: 

Believe ceiling on cotton contrary to best interests of the grower and Nation. 
Meeting be held tomorrow by Senator Maybank. Would be glad to have your 
support in the protest of OPS ceiling. 

W. EB. WAtLprRON. 
J. Davip Lez. 





[Telegram] 
ProriA, ARIZ. 
Senator E. W. McFArLanp, 
Washington, D. C.: 

We urge you to support Department of Agriculture stabilization program on 
raw cotton price rather than freeze under DiSalle order. Ceilings on raw cotton 
unworkable and marketing system under ceilings could not function. Would 
appreciate you expressing your feeling on this matter to Senator Maybank at 
once, He has set a hearing March 8. 

J. S. Francis. 


LinpLtey BeckWwortH, A REPRESENTATIVE IN CONGRESS FROM THE STATE Or Texas 
I request that these telegrams be incorporated in the record: 


[Telegram] 
DALLAS, Tex., March 7, 1951. 
Hon. LinpLey BeckWwortH, 
House Office Building. 

Dear LaiNpLEY: My good friend, Senator Burnet Maybank, chairman, Joint 
Committee on Defense Production, is calling meeting for Thursday, March 8, to 
discuss action of DiSalle in placing ceiling on raw cotton. I urgently request 
and recommend that you and your colleagues attend this meeting testifying as to 
the unworkability of any ceiling, urge it be rescinded and adoption of industry 
plan endorsed by Department of Agriculture. Regards. 

Marc ANTHONY. 





[Telegram] 
DALLAS, Tex., March 7, 1951. 
Hon. LinpLeyY BecK worth, 
United States House of Representatives, Washington, D. C.: 

Ceiling om raw cotton ordered by OPS endangering national cotton market- 
ing system and 1951 cotton production goal, respectfully urge your attendance 
at hearing before Joint Committee on Defense Production, Thursday, March 8, 
and your help toward removal of ceiling on raw cotton. 

TexAs Corron GROWERS COOPERATIVE ASSOCIATION. 
J. H. BowMaAn, 
President. 
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STATEMENT OF PAGE BELCHER, A REPRESENTATIVE IN CoNGRESS FROM THE STATE OF 
OKLAHOMA 


I would like to go on record as being opposed to the placing of any kind of a 
ceiling price on raw cotten, and hereby urge Mr. DiSalle to rescind ceiling price 
Regulation No. 8 which he has heretofore made. 


STATEMENT or Joseru R. BrySOn A REPRESENTATIVE IN CONGRESS FROM THE STATE 
or SoutTnm CAROLINA 


Mr. Chairman, it is always an honor and a pleasure to appear before your 
distinguished committees, but especially am I honored today in thus address- 
ing my own senior Senator's committee. Assuming that my colleagues and those 
present are not as familiar with Senator Maybank’s background as we are, 
I would remind you that the Senator's entire background is wrapped up in the 
growing, marketing, and processing of cotton. In our State, the names “May- 
bank” and “cotton” are synonymous. There are few men in the country and 
none in the Senate, in my judgment, who know quite so much about cotton as 
does the chairman of this distinguished committee. You will pardon me for a 
brief personal reference to my own background when I tell you that I too might 
be thought of as a product of the cotton industry. I grew up with cotton and 
now have the privilege of speaking for more textiles than any other Congress- 
man in the world. 

As evidence of the seriousness of the proposal to put ceilings on raw cotton, 
I quote below a series of telegrams which I have just received and my reply 
thereto: 

“On behalf of membership we urge your support remove ceiling raw cotton 
and support of industry plan adopted by Department of Agriculture for control 
raw cotton prices. 

“J. F. McLaurin, 
“President, Carolina Ginners Association.” 


“Textile industry our State supports position of National Cotton Council on 
maintaining open market on cotton. We hope you agree and will work in this 
direction. 

“JoHN K. CAUTHEN, 
“Erecutive Vice President, 
South Carolina Cotton Manufacturers Association.” 


“Request you attend Maybank meeting tomorrow urge rescinding of cotton 
ceiling and adoption of industry plan endorsed by Department of Agriculture. 
“FRANK A. JONES, Jr., 
“Greenville, 8. C.” 


“I strongly recommend that you join with Senator Maybank in presenting the 
united front in testifying to the unworkability of the recent ceilings on raw cot- 
ton. I believe it to be imperative that Congress back up the Agriculture Depart- 
ment’s plan of stabilizing prices on cotton which would prevent runaway prices 
without resorting to price ceilings. This program is workable and would have 
the full endorsement of the farmer as well as cotton merchants resulting in 
harmony, which is so necessary at this time to get out the very large quantity 
of cotton in this growing year to supply our vital textile industry. 

“WaLTeR REGNERY, 
“JOANNA Corton Mitts Co., 
“Joanna, S. C0.” 


“Senator Maybank has called meeting of congressional watchdog committee 
fur tomorrow to hear United States Department of Agriculture present its view 
on cotton price ceiling controversy. Secretary Brannan’s testimony will also 
represent cotton industry’s position. Since this whole matter of such paramount 
importance would appreciate your attending hearing and obtain details of plan 
suggested by cotton people to stabilize cotton prices without resort to price 
ceilings. Regards. 


“Rorert R. Coker, 
“Hartsville, S. 0.” 
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“Urge you protest ceiling on cotton at joint committee meeting on defense 
production to be held March 8 and suggest the adoption of the industry plan 
as endorsed by Department of Agriculture. 

“REMSON BAUGNIGHT, 
“Vice President. 
“D. W. ANDERSON, 
“Assistant Vice President. 
“J. LAKE WILLIAMS, 
“Secretary.” 
“ALICE MANUFACTURING Co., 


My answer to the above telegrams was as follows: 
“Have vigorously protested cotton ceilings. Shall follow through. 
“JosepH R. Bryson, 
“Member of Congress.” 


Of all the features of the many controls imposed during the last war, those 
relating to cotton and textiles worked most satisfactorily. It will be recalled 
that no effort was made to put ceilings on raw cotton then. The controls were 
placed upon the finished products. Why past experiences were so suddenly 
and completely disregarded and this new unworkable plan instituted is beyond 
my understanding. In law, we follow the rule of “stare decisis’—stand by a 
decision. In this instance, no effort is being made to stand by a decision which 
was workable. I do not know Price Director DiSalle, but I am informed that 
he has had no experience whatsoever’in dealing with cotton in any of its phases. 
I fear that he has not conferred with those best qualified to advise him on this 
intricate and involved subject. In this connection, I am reminded of a story 
about some Government agent who came into our fair country years ago for 
the purpose of ascertaining the cause of hookworm. After spending much time 
and money, this agent filed a report stating that the presence of hookworm 
in the South was attributable to the excessive use of a drink peculiar to our 
country called “cotton gin.” This report stated that the natives went in for 
the manufacture of this drink on a large scale for at the principal crossroads 
would be seen sizable plants bearing large signs reading “Cotton Gin.” The 
conclusion was reached that hookworms were caused by drinking “cotton gin.” 
This story illustrates the fact that there are those who know very little about 
cotton. 

It is inconceivable that controls could be imposed on raw cotton since there 
are more than 400 different varieties and staples of cotton. At best, controls 
are objectionable, but right-thinking people are reconciled to the fact that 
controls are necessary during emergencies such as the present. Unless we 
approach this difficult problem in the right attitude, greater confusion than 
we have ever known will ensue. I respectfully urge that the present theory 
or plan of controls be reconsidered and that further study be given to the 
system used in the last war. 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 8, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR: The attached telegram I have just received from Mr. J. E. 
Stanford, executive secretary, Kentucky Farm Bureau Federation, Louisville, 
Ky., is forwarded to you for your consideration in connection with the new con- 
trols on raw cotton. 

With kindest regards, I am 

Sincerely yours, 
FRANK L. CHE Lr, M. C. 


[Telegram] 


LOUISVILLE, Ky., March 7, 1951. 
Representative Frank CHELF, 
House Office Building, Washington, D. C.: 
Kentucky Farm Bureau urges that you do your utmost to remove production 
strangulating controls placed on cotton through the OPS price ceiling plan. We 
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strongly recommend adoption of industry plan endorsed by Department of Agri- 
culture. We believe order placing permanent ceiling on raw cotton will jeopardize 
production and make it impossible for marketing system to operate. 
J. E. STANFORD, 
Executive Secretary, Kentucky Farm Bureau Federation, 
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STATEMENT OF JERE CoorEer, A REPRESENTATIVE IN CONGRESS FROM THE STATE OF 
TENNESSEE 


Mr. CHAIRMAN, it is my desire to make a brief but very sincere statement 
with respect to the regulation issued by the Office of Price Stabilization fixing a 
ceiling price on raw cotton, which is the subject now under consideration by this 
distinguished committee. 

I desire to express my very deep appreciation for the privilege of appearing 
at this hearing and to thank the members of this committee for giving attention 
to this important subject and in trying to help meet and solve this problem. 

It is my feeling that I also express the sentiment of my colleagues in the 
House of Representatives from Tennessee, as well as the cotton farmers and 
other people of Tennessee interested in the great cotton industry, when I very 
strongly request and respectfully urge that this regulation fixing a ceiling price 
on raw cotton should be revoked at the earliest possible moment. 

I have received a large number of telegrams and many other communications 
from cotton farmers and other people interested in the cotton industry from the 
district which I have the honor to represent, as well as other sections of Ten- 
nessee. All of these communications express the conviction that it is a serious 
mistake to undertake to fix a ceiling price on raw cotton. They also expressed 
the very definite feeling that this regulation will result in serious injury to the 
cotton farmer as well as all others engaged in the cotton industry; and that it 
will also disrupt and possibly destroy the long established, well recognized, and 
vitally necessary methods of handling and marketing the cotton produced by 
our farmers. 

In view of this situation I feel very strongly and desire to request and respect- 
fully urge that those in responsible positions very carefully reexamine the situa- 
tion and reconsider their action in issuing this reculation and that the regulation 
should promptly be revoked. 

In this connection I would like to invite attention to a full page statement 
by a group of Gibson County, Tenn., farmers appearing in the Commercial 
Appeal, Memphis, Tenn., Wednesday morning, March 7, 1951. 

I would like to also state that Gibson County is one of the leading cotton pro- 
ducing counties of Tennessee and is in the district which I have the honor to 
represent. I can give assurance that the farmers of this great county are among 
the finest and highest type and most patriotic citizens that can be found anywhere 
in this country. 

This statement is as follows: 


[From the Commercial Appeal, Memphis (Tenn.), March 7, 1951] 


ATTENTION, CoTTON FARMERS AND BUSINESSMEN OF THE SouTH—ARE You 
PREPARED FOR A WASHINGTON DICTATOR? 








This is a warning and a request from a group of farmers from Gibson County, 
Tenn., to the cotton farmers and businessmen of the entire South. Unless you, 
as individual farmers and individual businessmen, organize as groups and ask 
Congress to nullify the Presidential order which gave Mr. DiSalle his authority 
to place a ceiling on raw cotton, the South shall be doomed to become serfs to 
a Washington dictator and our rights under the Constitution will be merely 
scraps of paper. 

Who is this man DiSalle that says what the price of cotton will be, regardless 
of the sweat and toil we make in growing our crops? We demand a full hearing 
on the farmer level from this man of authority. We think too much authority 
is being given to one man when we consider that the producer, the mill interests, 
and handlers of cotton should have the privilege of reviewing the many angles 
that surround cotton production, its marketing, manufacture, and processes 
required in making it into items ready for the consumer. 
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The net result of Mr. DiSalle’s order will result in a price decline of raw 
cotton during the fall movement from the present ceiling of 45.76 cents to Govern- 
ment loan levels of approximately 30 to 33 cents for a greater portion of the 
crop. This in reality would only be a roll-back in the price of what he should 
receive in growing the most expensive crop in the history of the cotton industry. 

Will ceilings on raw cotton determine how much cotton we can produce on an 
acre of land? 

Will ceilings on raw cotton place a ceiling on how many boll weevils we will 
have per acre, and how much poison we will have to buy to prevent disaster to 
our crop? 

Will ceilings guarantee weather conditions favorable for planting, growing, 
harvesting, and marketing the 1951 cotton crop? 

Will ceilings on raw cotton enable us to sell our crop at any specific price? 

Mr. DiSalle, you referred to pressure from special-interest groups. We, the 
farmers of the South, are the special interest—not the shippers and the manu- 
facturers. There are several millions of us., 

The OPS order is another step in socialization (farm socialization means that 
a man grows 10 bales, giving the Government 9 and keeping 1 bale for himself 
and family) of the economy of the United States. For the first time our system 
of free enterprise has been invaded. The cotton industry of England was among 
the first industries socialized, and it was done just through such so-called emer- 
gency measures as are now being thrust upon us. 

We urge that all interested groups in the South contact their Senators and 
Representatives and ask that the order placing the ceiling price on raw cotton 
be rescinded and changed to an order placing a ceiling price on finished products 
that worked so well during the last war. 

We furthermore respectfully request that our Congressmen and Senators in- 
vestigate the motives behind the actions of the OPS in issuing such an unfair and 
retaliatory price order. 

(This advertisement paid for by a group of Gibson County, Tenn., farmers.) 


STATEMENT OF JAMES C. DAVIS, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
OF GEORGIA 


Mr. Chairman and gentlemen of the committee, thank you for the opportunity 
to express my views regarding the ceiling price fixed upon raw cotton. 

The action taken by the Price Stabilization Administrator has had, and will 
continue to have, in my opinion, a disastrous effect. The consequences which 
have already resulted indicate on the part of those officials responsible for the 
action taken regarding raw cotton, a lack of understanding of the problem. 

The ceiling should be placed upon finished cotton products, and not upon the 
raw cotton itself. The price ceiling upon raw cotton should be removed. I join 
with those who have so ably presented the facts in the matter, in urging that 
_the price ceiling upon raw cotton be immediately removed. 


STATEMENT OF WM. JENNINGS BRYAN Dorn, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE oF SoutH CAROLINA 


Mr. Chairman and gentlemen of the committee, I represent a people who are 
principally an agricultural people and whose chief crop is cotton. All my life I 
have been a cotton farmer with the exception of the last few years. My reason 
for not growing cotton lately is because it has become unprofitable to do so. 

The cost of raising cotton is greater than the price received for the raw cotton. 
This has been the same experience of other farmers throughout the Third District 
of South Carolina and indeed in many areas throughout the entire South. 

My home county of Greenwood in 1921 produced 40,000 bales of cotton. In 
1950 this same county produced 2,000 bales of cotton. In many counties in the 
Southeast the average annual income of the farmers is less than $1,500 a year. 
In one county in my district, this income is less than a thousand dollars a year. 
The reason for this is that the price of cotton has been so low that it does not 
encourage the farmers to grow cotton. 


79979—51—pt. 5—-6 











204 DEFENSE PRODUCTION ACT 


I wish to protest vigorously any price ceiling being placed on raw cotton, If 
there is anyone in America today who deserves a break and who needs encour- 
agement, it is the cotton farmer of the South. 

I think it is past time that we listen to those who grow cotton. I hope this 
committee will use its influence to remove this ceiling and give the cotton farm- 
ers of the country a green light to go ahead and raise the cotton that the world 
will need in the next few years. The cotton farmers of the United States should 
be paid more for their raw cotton than India, Brazil, or any other country 
because the cost of production in America is higher than in any other country. 


STATEMENT oF BE. L. FoRRESTER, A REPRESENTATIVE IN CoNGRESS FROM THE STATE 
or GEORGIA 


It is my considered opinion that the OPS order freezing the price of raw cotton 
is a mistake. 

I believe that this order, if not rescinded, will destroy the cotton marketing sys- 
tem that it has taken many years to build up. The producer, the banker, the 
buyer, the shipper, and the mills must all be considered in this connection. I am 
afraid that our farmers will not grow cotton unless this ceiling price is lifted 
and in view of the fact that the Government has requested a 16,000,000-bale crop, 
due to the present emergency, it is my opinion that no obstacle should be set up 
which would prove a detriment to such production. I feel that the cotton mills 
will be seriously affected and the hedging on purchases will be impossible. It is 
my opinion that we can achieve stabilization without causing undue hardship to 
those connected so closely with our defense effort and everyone must agree that 
our farmers are among our first line of defense, and as such should be protected. 


STATEMENT OF ALLAN OAKLEY HUNTER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 


Mr. Chairman and members of Joint Committee on Defense Production, I wish 
to submit a statement in opposition to OPS Order No. 8, which places a ceiling 
price on raw cotton. 

It is my privilege and honor to represent the Ninth Congressional District in 
California. This district includes the counties of Fresno, Madera, Merced, and 
Stanislaus. A very large part of the California cotton crop is grown and proc- 
essed in my district. 

Since the issuance of OPS Order No. 8, I have received a large number of tele- 
grams and letters from people in my district vigorously protesting this order. 
I have not received a single communication in support of it. 

Now, I realize, and the people of my district realize, that the Office of Price 
Stabilization is faced with an enormous and complex problem. And, because 
there are those of us who oppose this order fixing a price ceiling on raw cotton does 
not mean that we also oppose the fundamental objective of the Office of Price 
Stabilization, namely, the attaining of adequate supplies of goods at reasonable 
and stabilized prices. We most earnestly desire to see that objective fulfilled. 
We want adequate supplies of cotton at reasonable and stabilized prices. But, 
we don’t believe that OPS Order No. 8 will serve to accomplish that objective. 
We believe it logical to approach the problem in the same manner as during 
World War II. For 4 years under OPA, cotton prices were held in line by regu- 
lation of the prices of cotton goods. No price ceiling was placed upon raw cotton. 
Those regulations were not perfect ; they could be improved in a number of ways. 
But that kind of approach to the problem should certainly be tried first rather 
than to introduce a completely new and untried regulation which will revolu- 
tionize the existing system for the production and distribution of cotton which has 
heen developed over a period of 150 years and has operated successfully during 
that time. 

No one connected with the cotton industry, that I know of, believes that OPS 
Order No. 8 is the proper way to stabilize cotton prices at a fair level and 
obtain the production during this year of 16 million bales of cotton which our 
Nation so vitally needs. The Department of Agriculture does not believe so. 
Neither do the Agricultural Committees of the House and Senate. It is difficult 
to comprehend why a price stabilization plan for cotton should have been adopted 
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which is so universally disapproved by the very people who have had extensive 
experience in the cotton industry. 

Mr. Chairman, much has already been said by those who have testified before 
this committee as to why OPS Order No. 8 is inoperable. It has been pointed 
out that enforcing a ceiling on raw cotton would entail the policing of each 
individual bale; that such action would require a tremendous organization and 
incur enormous costs. It has also been pointed out ‘that the order interferes 
seriously with the marketing system by which farmers finance their cotton crops, 
and for that reason will discourage production. For me to continue further would 
be in large part repetitious. I, therefore, conclude my statement at this point by 
urging the rescission of OPS Order No. 8. 





STATEMENT OF HAMILTON C. JONES, A REPRESENTATIVE IN CONGRESS FROM THE 
Srate oF NortH CAROLINA 


Mr. Chairman, I wish to express the sentiments in this hearing held by the 
cotton interest generally in my section of the South, to wit, Charlotte, N. C. In 
this city are located a number of very reputable cotton brokers and dealers and 
at the same time it is the center of a great number of textile mills which are 
constantiy dependent upon the distribution of cotton for their operation. 

In this section there is great disappointment that Michael DiSalle, Director 
of the Office of Price Stabilization, did not follow the very able and incisive 
recommendation of the Department of Agriculture as to the broad question of 
placing a ceiling on raw cotton. Had these most intelligent recommendations 
prepared by someone who was entirely familiar with the cotton interest, both at 
the present time and generally, been considered they would have been just the 
answer to the problem. The Director turned these recommendations down flatly. 

We had hoped down in North Carolina in our section of the South that when 
informed of the very intelligent solution of the problem as set forth in the recom- 
mendation of the Secretary of Agriculture that the matter would certainly be 
disposed along the lines of the recommendation. However, after hearing the 
Director express himself yesterday, it appeared that without any reason except 
one of his own conception and with practically everyone who is experienced in 
the cotton industry against it, he blazed away and decided the matter according 
to his own conception, supported by the informed opinion of no one or any 
group. 

I had the privilege of reading in full the recommendation of the Secretary 
of Agriculture and was impressed by its thoroughness and its unanswerable 
proof that because of the combination of class and staples of different length 
provided for in the official standards on the part of the thousands of individuals 
anc firms engaged in normal trading operations that there were at least more 
than 400 combinations of grade and staple which make it absolutely impossible 
to handle fairly by placing a ceiling on raw cotton as has been recommended 
by Director DiSalle. 

The report of the Secretary of Agriculture showed in detail the tensile strength 
of cotton crop, the variety and state of growth for the years 1949 and 1950, 
showing the wide difference in price and condition for the States of South Caro- 
lina, Mississippi, Texas, New Mexico, California, etc. 

It also shows the following factors which relate to the uniformity of staple 
lengths and are important in price-fixing of same: uniformity, variety, per- 
centage of moisture, preparation, and wastiness and contains general informa- 
tion with respect to the six quality factors for the 1950 and 1951 cotton crop. 

In summary the report uses the unanswerable language as to the imprac- 
ticality and unfairness in attempting to place a uniform ceiling on raw cotton. 
This summary of the Secretary of Agriculture being as follows: 

“In summary it may be said that it would be difficult indeed to obtain uniform 
and consistent interpretation for the more than 400 combinations of grade and 
staple length provided for in the official standards on the part of the thousands 
of individuals and firms engaged in normal trading operations. Even if this 
were possible there are other strong and overriding reasons which will make it 
almost impossible to effectively administer a control program providing for 
ceiling prices on raw cotton at all levels. 

“In general, cotton is not bought or sold on the basis of specific and well- 
cefined standards which could be clearly interpreted in a uniform manner by all 
individuals or firms engaged in the business. Sales most usually are consum- 
mated on the basis of an agreement between the buyer and seller as to the value 
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of the cotton, each for himself, basing his opinion on factors and judgment not 
always clearly or directly traceable to a uniform interpretation of official stand- 
ards of grade and staple. A schedule of ceiling prices which fails to consider 
these factors coulc only result either in chaotic marketing conditions or whole- 
sale and widespread violations.” 

Why this report was ignored by Director DiSalle is a mystery to all concerned 
and in my humble opinion and in the opinion of the people in our section of the 
South it should still be changed so as to reflect the informed recommendations 
of the Department of Agriculture on the subject if utter confusion in practically 
all aspects of the cotton industry is to be avoided. 


[Telegram ] 


WARRENTON, N. C., March 8, 1951. 
Senator Burner R. MAYBANK, 
United States Senate, Washington, D. C.: 

The farm organization leaders and cotton farmers of North Carolina appear 
to bitterly oppose the proposed price ceiling on raw cotton now being considered. 
I am constrained to believe that this opposition is justifiable under pending cir- 
cumstances, and I hope very much that you and opponents will not place a ceiling 
price on our 1951 crop. 

JOHN H. Kerr, M. C. 





CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 11, 1951. 
Hon. Burner R. MAYrank, 
Chairman, Joint Gommittee on Defense Production, Washington, D. C. 

Dear SENATOR MAysuNnkK: Without taking too much of your committee’s valued 
time, I want to enter of record my protest against the direct control of raw 
cotton and the price ceiling placed thereon by the Office of Price Stabilization. 

While I do not believe that cotton prices should be allowed to rise to such a 
point that it will be harmful to our economy, I believe, nevertheless, that such 
prices can be held within the bounds of fairness and reason by indirect controls 
such as a ceiling on products made from cotton, by export controls and by the 
sale of any cotton held by the Production and Marketing Administration pur- 
chased under the cotton price-support program. 

These controls worked well during the last war and I can see no reason why 
they should not work as well now without the necessity for the imposition of 
direct controls on raw cotton. 

The trouble about a price ceiling on raw cotton is that the whole cotton mar- 
keting system is upset and the farmer cannot readily find a market for his 
cotton. 

Respectfully submitted. 

HENDERSON LANHAM. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 12, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

Dear Senator Mayrank: I enclose a letter from Hon. W. B. Anderson, com- 
missioner, Louisiana Department of Agriculture, expressing the opposition of 
Louisiana farmers to the placing of a ceiling price on raw cotton. 

I will appreciate it if you will have Mr. Anderson's letter included in the 
record of the hearing held by your committee with reference to the cotton ceiling- 
price regulation. 

Also a number of communications from constituents and others. 

With kindest regards, I am 

Sincerely yours, 
Henry D. Larcape, Jr., 
Member of Congress. 
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LOUISIANA DEPARTMENT OF AGRICULTURE AND IMMIGRATION, 
Baton Rouge, March 9, 1951. 
Hon. Henry D. Larcape, Jr., : ‘ 
Member of Congress, House Office Building, Washington, D. C. 


Dear CONGRESSMAN Larcape: I am quite sure that you have been advised of 
the unhappy feeling existing among our cotton farmers because of the action 
taken by the OPS in placing a ceiling price on raw cotton. 

It is needless to point out the chaotic situation that has been created by the 
action of OPS in the orderly marketing of cotton. It is the general feeling that 
any price ceiling on raw cotton will certainly be unworkable and unenforceable 
because among the many factors involved and the multiplicity of grades that 
enter into the marketing of cotton. Under the policy that has been adopted by 
OPS there will not be a ready market for cotton at the gins as heretofore as 
there will be no incentive for anyone to buy and deal in cotton, which will be 
most unfair to our farm people. This adopted policy will likewise seriously affect 
financing the production of cotton for this year. The entire program adds up to 
discourage the maximuin production that is desired to produce a 16,000,000-bale 
crop. 

If an effort is to be made to encourage production of cotton to meet the goal 
set, the OPS order of establishing a ceiling on raw cotton should be rescinded at 
once and be replaced by a cotton price-stabilization program on the finished prod- 
uct as was enforced during World War II, or the program recommended by the 
United States Department of Agriculture and the cotton industry to prevent run- 
away cotton prices. 

On behalf of our Louisiana farmers, I sincerely request that you do everything 
possible to try to bring order out of chaos in the production and marketing of 
cotton. 

A similar letter is being directed to each of the Members of the congressional 
delegation from Louisiana. 

With kindest regards, I am 

Sincerely yours, 
W. E. Anperson, Commissioner. 





{Telegram ] 


Baton Roveeg, La., March 7, 1951. 
Henry LARCADE, 
Member of Congress, Washington, D. C.: 

Voice our unrestrained objections to ceilings on raw cotton. Urge that 
you coordinate efforts with other Representatives in behalf of 10,118 families. 
DiSalle’s complete disregard for workable controls and subsequent order on raw- 
cotton ceilings will seriously imperil 1951 cotton-production goals. Marketing 
system will be seriously jeopardized. Actions of this kind has tendency to 
strangle proven productive ability and cooperative attitude of our farm people. 

M. 8. DoucHerry, 
President, Louisiana Farm Bureau Federation. 
Jim Henry Griror Il, 
Chairman, Cotton Commodity Committee. 





[Telegram] 


Opetousas, La., February 10, 1951. 
Hon. Henry D. Larcape, Jr., M. C.: 
Please do all possible remove ceilings on raw cotton and futures in order 
that we may continue cotton business. 


Regards, 
CHARLES BouRQuvUE, 


President, Opelousas Compress Co. 
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(Telegram ] 


Opetousas, La., February 5, 1951. 
Congressman Henry D. Larcape, Jr., 
Washington, D. C.: 
Please protest ceilings on raw cotton. It will ruin whole cotton business from 


farmers through mills. 
Frank P. Troscrar. 


[Telegram] 
Opetousas, La., March 5, 1951. 


Congressman Henry D. LARCADE, Jr., 
Washington, D. C.: 

Price controls on raw cotton will destroy long-established method cotton 
mechandising and distributions. Will appreciate your efforts in having it 
removed. 

FrRaNK P. TROSCLAIR, 


[Telegram] 
Detail, La., March 7, 1951. 
Congressman Henry LARCADE, 
House of Representatives: 

Urge you insist on rescinding ceiling on raw cotton and adoption of industry 
plan hearing which has been called by Senator Burnet Maybank for Thursday, 
March 8. 

CuRIs KELLER, 
President, Louisiana Delta Council. 





[Telegram] 
Detayi, La., February 19, 1951. 
Congressman HEeNry LARCADE, 
House of Representatives, Washington, D. C.: 

Louisiana Delta Council urges that prices of raw cotton for the 1951-52 produc- 
tion and marketing season be permitted to find levels consistent with control 
of textile prices. Freely functioning spot and future markets must continue. 
The risks and costs to be carried by the producer, accompanying controls on 
raw cotton would stymie the development of orderly financing, production, and 
marketing of the 16,000,000-bale crop requested for the year. 

LOUISIANA Detta COUNCIL, 
Curis KELLER, President. 





Po.tice Jury or Bast Carroiit Parisn, 
Lake Providence, La., February 14, 1951. 


Hon. Henry D. Larcape, Jr., M. C., 
Washington, D. C. 

Dear Mr. Larcape: I enclose herewith certified copy of a resolution adopted 
by the East Carroll Parish Police Jury in regular session convened today, which 
resolution I feel sure will be self-explanatory. 

With kindest regards, I am, 

Very truly yours, 


Frank BYERLEY, 
Secretary. 
RESOLUTION 


Whereas the order of the Price Stabilization Board placing ceilings on baled 
cotton (which the Board does not seem to understand is still raw cotton) has 
had a disastrous effect on the domestic marketing and export of cotton, has 
closed the indispensable cotton exchanges, otherwise disrupted the cotton trade, 
and put fears of the future in the minds of growers as they plan the new 1951 
crop, with a view to reaching the goal of 16,000,000 bales urgently requested 
by the Government: Therefore be it 
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Resolved, That we, the Police Jury of East Carroll Parish deplore and pro- 
test this action by the Price Stabilization Board and urge its withdrawal; be it 
further 

Resolved, That we endorse the program proved successful in War II and 
recently recommended by the Cotton Producers Committee ; namely : 

(1) That ceilings be set on the finished textiles only, and at such a level 
as to allow a reasonable margin of profit to the handlers and manufac- 
turers, while allowing the grower a broadly free price at such a level as to 
induce maximum effort and risk in expansion and/or intensification toward 
attaining the urgently necessary goal of 16,000,000 bales to combat inflation 
and serve defense requirements. 

(2) That the United States Department of Agriculture and Extension 
Services keep urging and in every way (e. g., in the matter of labor, fer- 
tilizers, insecticides, repair parts, etc.) seeking to facilitate and induce 
maximum cotton-production effort. 

(3) That an educational campaign against unneeded purchasing, or hoard- 
purchasing of cotton goods, and in favor of maximum conservation of shirts, 
sheets, and all cotton products to reduce consumer demand in this period 
of scarcity and emergency, be inaugurated and vigorously carried on. 

Whereas United States cotton prices are lagging from 15 to 20 cents under 
world prices, and higher rather than lower domestic prices are needed to stimu- 
late maximum production for the war effort: Be it 

Resolved, That all suggestions of a price roll-back be strongly repudiated and 
vigorously rejected as sure to prove hopelessly unmanageable administratively 
and to bring unutterable chaos into cotton production and distribution. 


Srare or LOvuIsIANA, 
Parish of Hast Carroll, se: 

I, Frank Byerley, secretary of the East Carroll Parish Police Jury, do hereby 
certify that the above and foregoing is a full, true, and correct copy of a resolu- 
tion adopted by the East Carroll Parish Police Jury in regular session convened 
on Wednesday, February 14, 1951, more than a quorum being present and 
acting. 

This done and signed at Lake Providence, La., on this the 14th day of Feb- 


ruary A. D. 1951. 
[SEAL] FRANK BYERLEY, 


Secretary, East Carroll Parish Police Jury. 


STATEMENT OF JOHN L. MCMILLAN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE oF SoutTH CAROLINA 


Mr. Chairman and members of your committee, I appreciate your kind invita- 
tion to attend your meeting to hear Mr. DiSalle discuss the order calling for 
a ceiling price on raw cotton. I also appreciate your kindness in permitting 
us Members of Congress to submit a statement on this subject. 

I bitterly oppose the order issued by the Price Administrator, Mr. DiSalle, 
calling for a ceiling price on raw cotton. I do not believe that any man that 
has had any experience in the cotton business, whether he be cotton grower, 
textile manufacturer, or a member of the cotton exchange will approve of this 
order as it is absolutely impossible to properly administer a regulation of this 
nature. I understand we have approximately 600 different classes of cotton 
and very few cotton classers will make the same classification of a bale of 
cotton. I have not found one person that agrees that the action taken by the 
Stabilization Director and the Price Administrator could prove to be workable 
and could be administered properly. During World War II ceilings on textile 
with a free market operated underneath the ceiling price on the finished-cotton 
product proved fairly effective and satisfactory to all groups including consumer, 
manufacturer, and grower. It is difficult to understand why Mr. DiSalle evaded 
the use of this method by placing a ceiling on raw cotton. 

Public opinion of all parties concerned including the grower, manufacturer, 
and the textile exchange should be the Price Administrator’s guide in matters 
of this nature ; 45.76 cents per pound in my opinion is a satisfactory ceiling price 
for cotton; however, it would be difficult to regulate the cotton market and 
extremely difficult to secure a satisfactory classification for the farmer’s cotton 
and would result in general confusion if the Price Administrator continues to 
insist on his order placing a ceiling price on raw cotton. 
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The farmers are beginning to plant a cotton crop that is calculated to be one 
of the most expensive in the history of cotton farming. Labor is scarce and 
high, fertilizer is more costly, and insecticides high in price and short in prospect. 
A big crop is being advocated by the Department of Agriculture and there being 
so many things that could make the farmer’s average price far below the ceiling 
price it seems to me that from a farmer's standpoint the order recently issued 
by the Price Administrator would be of little avail. Weall know that the present 
ceiling price on raw cotton will have little effect on the farmer's pocketbook until 
another crop is made. However, it will discourage him and destroy his confidence 
in those charged with controlling his price destiny. 

The Congress in the recent Price Stabilization Act conferred upon the Presi- 
dent of the United States certain powers, the President in turn conferred upon 
the Price Administrator, Mr. DiSalle, certain powers and responsibilities. I 
realize that Mr. DiSalle is being besieged and hounded from every direction 
with suggestions and advice that are conflicting. I sincerely believe that Mr. 
DiSalle was sincere in placing a ceiling price on raw cotton and I hope that as 
soon as he is convinced that this order is unworkable he will cancel same and 
place a ceiling price on the finished cotton product. 

The cotton farmers are eager and willing to cooperate with the Federal Govern- 
ment in it’s rearmament program and have geared themselves for a war economy. 
I have sufficient confidence in Mr. DiSalle’s ability and common sense to believe 
that he will retract this unworkable order at an early date. 





STATEMENT OF GEORGE MAHON, A REPRESENTATIVE IN CONGRESS FROM THE 
Strate or TExaAs 


Mr. Chairman, this problem of a ceiling on raw cotton has been fully presented 
and discussed by others and I will not presume to consume a lot of space in the 
record, I do want to emphatically state that I believe the plan announced by the 
Office of Price Stabilization is unsatisfactory and unworkable. The order should 
be repealed in my judgment. I want to add my voice to those who are appealing 
for a repeal of the OPS order. A better way can be found to keep the price of 
raw cotton within reasonable limits. I fear the present program will have a 
tendency to depress the price of cotton far below the 46-cent ceiling and will have 
a tendency to reduce cotton acreage and cotton production. What we need is the 
highest possible production. 





STATEMENT OF JAMES P. RICHARDS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF SoutTH CAROLINA 


Mr. Chairman, I appreciate the opportunity to appear before your committee 
to give my views on announced cotton-price controls. 

I cannot agree with Mr. DiSalle that the placing of ceiling prices on raw 
cotton will contribute to the stabilization of the Nation’s economy. On the con- 
trary, experience has proved time and time again that the price the farmer gets 
for cotton has little influence on the retail price paid by consumers for manufac- 
tured goods. 

The Department of Agriculture is urging heavy production this spring to supply 
the great demand for cotton. The placing of ceiling prices on raw cotton works 
to discourage heavy planting by farmers because of the uncertainties of and pos- 
sible roll-backs in future cotton prices. Only the promise of a reasonble price as 
a result of the demand market for the product will result in cotton production 
this year at the level of estimated needs. 

It is my opinion that unless Mr. DiSalle modifies the order relating to raw- 
cotton ceiling prices, the whole marketing process will be transformed into a 
huge black-market activity as there are so many grades and types of cotton that 
it would not be practical to employ sufficient qualified personnel to enforce the 
price regulations effectively. 

I hope that Price Stabilizer DiSalle will realize, as a result of the testimony 
given before this committee, why the cotton-price-control program he has ordered 
is impractical and unworkable and that he will not swerve from his duty of 
stabilizing the Nation’s economy by modifying his announced plan to conform 
with the sensible approach of the Secretary of Agriculture and the cotton industry 
to stabilize cotton prices without resorting to a price ceiling on the raw product. 
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STATEMENT OF WALTER ROGERS, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
or TEXAS, IN RE OPS CerLine Price Recuiations on Raw Corton 


Honorable Chairman, Vice Chairman, and other members, the action of the 
Office of Price Stabilization, under the direction of M. V. DiSalle, in fixing a 
ceiling price on raw cotton indicates a gross lack of knowledge on the part of the 
Office of Price Stabilization as to the production and marketing of cotton. This 
action was taken without precedent and contrary to the advice and suggestions 
of people intimately acquainted with the cotton business from the planting 
thereof to the final sale of cotton products. The price ceiling is far below the 
present world market and is in effect a penalty upon the cotton farmers of the 
United States. The cotton farmers in my particular section of the country are 
going to be faced with a labor problem in harvesting their crops. I do not see how 
they can escape being subjected to unfair impositions under the present labor 
regulations. Anticipating this labor difficulty and being faced with price ceilings 
certainly could easily prompt a cotton planter to resort to other crops. The result 
would be failure of this country to produce and harvest the 16,000,000-bale crop 
that is so badly needed for defense. 

The American farmer has always met every test of patriotism and honesty, and 
we all know that he has been put to many. In all fairness to him and his people, 
I feel that this OPS price ceiling on raw cotton is indirectly placing a premium 
on dishonesty that will be collected by unscrupulous speculators at the expense of 
the farmer. Therefore, I respectfully submit that if Mr. DiSalle and his associ- 
ates do not remove this price ceiling, it is the duty of Congress to immediately 
enact legislation to forestall an inevitable breakdown in our cotton production. 





STATEMENT OF THomaAs H. Werpel, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 


I want to make a few remarks in connection with ceiling price regulation 8, 
issued on March 3, 1951, as it affects the production of cotton. 

There is no doubt but what an enormous problem exists from the viewpoint 
of the Price Stabilizer and from the viewpoint of the cotton industry. All of 
us are fundamentally concerned with the same thing—adequate supplies at 
reasonable and stabilized prices. Some of us may differ as to the means by 
which we accomplish the ends, but certainly we are agreed as to what the ends 
should be. 

The means adopted by ceiling price regulation 8 are unworkable and un- 
necessary when they place a ceiling on raw cotton. That order of March 3 
should be immediately rescinded. 

It should be pointed out that consumers are at the present time fully protected 
by ceilings on the finished cotton products which they buy. However, the 
Office of Price Stabilization has stated as a reason for the necessity of regula- 
tion 8 is that price rises on raw cotton will create sufficient force to increase 
the ceiling on consumers’ products. 

I believe there is no one in the Congress who does not realize that the cotton 
industry is not seeking higher prices for cotton, and I doubt if there is anyone 
in Congress who does not feel that during these days of rapid economic change 
to meet an emergency, sympathy should not be shown any farmer who is 
dissatisfied with the price of his commodity when the market price is as far 
above parity as cotton is today. 

At the outset, I want to make myself clear that I agree with you in those 
sentiments, and to tell you that within the past few weeks leading repre- 
sentatives of the industry have worked out with the Department of Agriculture 
a cotton price-stabilization program which would assure that cotton prices 
would not average for this year a figure higher than the one now prescribed 
by the Office of Price Stabilization in their March 3 regulation. 

I am, therefore, not talking to you about whether cotton prices should be 
stabilized. The industry and all of us agree that that end should be accom- 
plished. My remarks are directed in criticism of regulation 8 and its prescrip- 
tion in how stabilization should be accomplished. 

The cotton industry and the Department of Agriculture, which is the only 
Government agency qualified to deal with this subject, have recommended a 
stabilization program that will accomplish the objective without seriously dis- 
rupting the efficient operations and marketing traditions of the cotton industry. 
The Office of Price Stabilization, speaking through Mr. DiSalle, stands opposed 
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to that program. Seeking to accomplish the same laudable purpose by wanting 
to function through his powers, Mr. DiSalle has said that the Office of Price 
Stabilization will not accept any method of stabilization of the price of raw 
cotton except a fixed ceiling on the producer no matter how much damage it 
may cause. 

I think everyone familiar with the cotton industry knows that regulation 8 
can only result in damages that ,»will be enormous. Cotton’s highly efficient 
marketing system is marked for destruction. All of those who depend on that 
marketing system in their daily business transactions (farmers, merchants, 
and mills) will suffer severe hardships. These losses cannot help but slow 
down their operations and decrease their respective productivity during wartime. 

It would seem that we might learn something from past experience. During 
World War II, the Office of Price Administration and the War Production 
Board both learned that the fewer units with which they had to deal, the more 
effective their controls became. This was true both as to price enforcement 
and as to distribution and use of materials. For instance, it is obviously easier 
to control the sellers as a whole, rather than buyers in the retail markets because 
the sellers are much fewer in number. I doubt if any of us know a single buyer 
who ever got into serious trouble violating a price regulation. The effective 
place to control prices was learned to be at the point of selling. Sellers were 
controlled effectively because the means of enforcement reached them first. 
They were numbered in the thousands, whereas consumers were numbered in 
the millions. For example, the Office of Price Administration had prices on 
various sizes and grades of lumber. Generally, enforcement was effected at 
the saw mill—not at the consumer level. 

In the case of cotton, the least number of people that will need to be con- 
trolled would be at the mill level. Yet, under this new, unworkable regulation 
8, the Administration has taken the largest number, the producers, and then 
added to that all the merchants. It should be obvious to them, and I am inclined 
to think that it is, that they not only have made their problem a millionfold 
more difficult, but they have literally made it impossible. 

The speed of a railroad train is not determined by the amount of steam avail- 
able through the size of the boiler. It is determined at the throttle. We should 
apply the same principle in the cotton business and put the controls at the 
smallest bottleneck, which is where the smallest number of people are. 

The problem of enforcement will increase in geometrical proportion as the 
number of people the Office of Price Stabilization seeks to control directly by 
their orders increases. This is bad administration. 

We have also learned from the past that which we may say here in the present 
in regard to these new cotton ceilings—they cannot be enforced because of the 
nature of the commodity, and all manner of bad practices, black markets, and 
chicanery will develop. 

We should also give attention to the 16-million-bale crop for this year, which has 
been the goal of the Government and the industry since the pesent scarcity 
developed last fall. That production is now being jeopardized. The ceiling 
price level of approximately 45 cents per pound, which the Office of Price Stabili- 
zation has set, is certainly not so low as to discourage production. However, 
Farmers must have reasonable assurances that they will get somewhere near 
this price when they sell their cotton next fall, and they must have some reason- 
able assurance that their cotton can be easily turned into cash. If they do 
not have those assurances, the cotton industry now feels that we will not reach 
our 16-million-bale goal. With the traditional marketing system in a state of 
chaos and collapse, farmers and banks and production credit agencies who 
finance them, know that 16 million bales of cotton could not be absorbed in 
the 3 or 4 months of the harvesting season without disastrous effects on the price. 

Last year, when we passed the Defense Production Act, we inserted section 
402 (f), which emphatically authorizes the President to exempt certain products 
from price ceilings where such ceilings are (1) unnecessary, or (2) not in the 
interest of national defense. Raw cotton is one of such products as was recog- 
nized in both World War I and World War II. The cotton industry knows that 
a price ceiling on raw cotton is unnecessary in view of the alternative program 
that can be taken to effectively stabilize cotton prices, and such a ceiling is not 
in the interest of national defense because of the serious damage it will do to 
the efficient operation and to the production of all branches of the cotton industry 
from the farm to the mill. 

I also want to point out that the cotton growers of California have protested 
against having the freight from California to the Carolinas deducted from 
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their price as now set forth in Ceiling Price Regulation 8. We in California 
cannot understand such tactics or the purpose behind them. A large portion 
of the California crop has gone for export each year and we think that the 
worst that should happen is that the prices in Los Angeles and San Francisco 
should equal the price in the Carolinas. 

I am advised that a meeting was held a few days ago, attended by Mr. DiSalle 
and proper representatives of our Military Establishment and duly authorized 
representatives of leading cotton mills. The question under discussion was 
whether the mills would enter into contracts to produce desired matériel for the 
Military Establishment. They stated that they were ready to go into production 
provided they could protect themselves on the cost of cotton after signing the 
contracts. I am advised Mr. DiSalle refused to recommend any procedure by 
which they could protect themselves on the futures market. Certainly Price 
Regulation 8 does not solve that problem. He, like many other men in our 
bureaus, seeks to control every field of American business through the exercise 
of the powers of their bureau. I am not one to plead for the excess or opportunity 
for speculators on the commodity market. I do, however, believe it is necessary 
that our mills and producers buy and sell on the futures market for their 
protection. 

I think we have to assume that before Ceiling Price Regulation 8 was issued, 
the proper officials of the Office of Price Stabilization considered the traditional 
means of marketing cotton in this country. I believe that we must also assume 
that they understood the certain consequences of their action. It, therefore, 
appears that they have created chaos in the cotton industry without regard to 
the results of such action. They set a ceiling on raw cotton, knowing that cotton 
mills wanting to produce war matériel would have to protect themselves on the 
futures market. As reasonable men, they should have known that as soon as 
the restrictions against dealing on the futures market were removed, that the 
price of cotton would immediately move to that ceiling, and that cotton would 
still not be available to fulfill the contracts of the contracting mills in the 
production of war matériel. 

That happened this morning. The conclusion is obvious. Either the Office of 
Price Stabilization does not have the capacity to formulate workable regulations 
or they have deliberately planned a chaotic condition to force Government regu- 
lation of agriculture in all of its phases, commencing with the highly important 
war crop—cotton. 

There is language in Ceiling Price Regulation 8 which should be a warning 
to this Congress as to the intentions of the Office of Price Stabilization in the 
field of agriculture. In the third paragraph of their order, the following language 
is set forth: 

“Under the general freeze, raw cotton was exempted when sold by producers, 
since a freeze order at the farm level would be meaningless, but it was controlled 
when sold by merchants and other dealers in cotton.” 

I assume “ireeze order” and “price order” to be of the same significance, yet 
in the next paragraph, the statement is made: 

“The structure of ceiling prices: This regulation establishes ceiling prices for 
American upland cotton in mixed or odd lots, by grade and staple and by location 
for every seller including producers.” 

By their own language, the Office of Price Stabilization, through Ceiling Price 
Regulation 8, has interfered with the production of a commodity the value of 
which we hope will be 3 billion dollars this year. In their own language, they 
state that their regulation providing such interference will be meaningless. Yet, 
they did it knowing that it destroys any understandable means in free enter- 
prise by which producers may turn their raw cotton to cash, or the financiers 
of producers may protect themselves from the destruction of a reasonably aver- 
age yearly price by necessary quick sale of 16 million bales during the harvest 
season. 


STATEMENT OF JAMIE L. WHITTEN, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
oF MISSISSIPPI 


Mr. Chairman, I appreciate the opportunity of again pointing out our objections 
to the order of the Office of Price Stabilization freezing the price of raw cotton. 
I do not know of anyone who is familiar with the cotton trade but who knows 
that such an order will not work and that the controls on cotton goods to be 
workable must be on the finished product. I recognize the necessity for price 





214 DEFENSE PRODUCTION ACT 


stabilization. In fact I thought and said on the floor of the House that it would 
have been better at the time of the Korea crisis to freeze everything across the 
board as of that date. I think that in the long run we would have all been better 
off, because price increases with inflation leaves us worse off than if everything 
had been frozen across the board. 

I am glad to join with you and others who are familiar with this problem in 
our efforts to get a reconsideration of this order as it is essential that the cotton 
exchanges be kept open for the purpose of legitimate hedging. We all realize that 
the cotton farmer does not have any cotton on hand at this time except for those 
few who may have held it for speculation purposes, but I am afraid that the 
present order if retained will work a hardship on the producers next fall when 
they will have cotton. 

Again I thank you for the privilege of appearing here and assure you of my 
full cooperation and efforts to get some relief. 





CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., March 12, 1951. 
JOINT COMMITTEE FoR DEFENSE PRODUCTION, 
11—C Senate Office Building, Washington, D. C. 

GENTLEMEN : I write in the interest of not only the vast legion of cotton plant- 
ers in this country, but for the entire industry as well, and for the phases of 
our economy which correlate with that industry. The action of the Office of 
Price Stabilization in placing a ceiling price on raw cotton can create a situa- 
tion where there will not be a ready market for cotton at the gins as the grow- 
ers and buyers would be left with little incentive to deal in cotton, and that would 
be injurious to the industry as a whole and unfair to our farm people in 
particular. 

The multiplicity of cotton grades which enter the market makes the ceiling 
plan almost unworkable because it is considered that it will apply unjustly 
in most cases because it would adversely affect the market in general while 
trying to apply to specific cases. It would be an over-all condition which 
would work hardship in many instances. 

It is understandable that the Office of Price Stabilization was endeavoring 
to regulate cotton as a part of the general plan for price ceilings, but it would 
generally be considered advisable for the agency to rescind its action in that 
regard in view of the plight in which the cotton people would find themselves 
if the order were to remain in force. The utmost consideration should be given 
to rescinding the OPS action, not only from the point of view of those engaged 
in the cotton industry, but also because of our goal to produce a 16-million-bale 
cotton crop. 

It might be that a cotton price stabilization program as existed during World 
War II would not be in order at this time, because of the difference in the 
amount of cotton marketed at that time and now. It might be well to care- 
fully review the program outlined and recommended by the Federal Depart- 
ment of Agriculture and the cotton people, designed to prevent extremes in 
cotton prices while at the same time suggesting a workable and more satis- 
factory plan. 

On behalf of the cotton farmers of this country in general and of Louisiana 
in particular, I wish to recommend a detailed study of the cotton problem as 
a means of working out a feasible plan and one which would reconcile the vari- 
ous versions of this important proposition to a conclusion generally satisfactory. 

Sincerely yours, 
(Signed) FE. E. Willis, 
(Typed) Epwitn E. WILLIs, 
Member of Congress. 


STATEMENT OF J. FRANK WILSON, A REPRESENTATIVE IN CoNGrESS PROM THE 
Srate or Texas 


Mr. Chairman and members of the Joint Committee on Defense Production, 
as a Member of the United States House of Representatives from the Dallas, 
Tex., district, I have received dozens upon dozens of wires, letters, and long- 
distance calls with regard to the ceiling price placed upon raw cotton by Mr. 
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Michael DiSalle, head of the Price Stabilization Office. While I am not an 
expert on the subject of price controls, I do think that the price of cotton can 
be pretty well controlled by controlling the price of manufactured products de- 
rived from cotton which was done during World War II. 

I can see no earthly reason for setting a price on raw cotton which will im- 
mediately become not only a ceiling but a floor, and which will, in my opinion, 
have a very disastrous effect upon the business of cotton buying and brokering. 

If we have no cotton buyers and no middlemen to buy the cotton from the 
farmer, then the effect will be automatically to require every farmer to leave 
his cotton at the gin and place it in a Government loan which will necessitate 
huge outlays of Federal money in order to support this price. Then, all manu- 
facturers will be required to buy what cotton they use from the Commodity 
Credit Corporation or from the individual farmer which would be a very awk- 
ward and unsalutary situation. 

It is my opinion that Congress did not intend for these controls to be exer- 
cised so as to put out of business any part of our free-enterprise system, but to 
act as umpire to try to hold down the price of the manufactured article. 

I see no reason why if the ceiling were placed on all cotton manufactured 
products that this of itself would hold raw cotton to a price somewhere near 
what it is at this time and would not drive the cotton buyer, who is a neces- 
sary part of our distribution system, from the market, but would allow him to 
continue to operate at a reasonable profit and to furnish a very necessary service. 

I certainly think that the price of cotton somewhere around 40 to 42 or 43 
cents is a fair and reasonable price per pound at the present time, and I would 
certainly regret to see it go too high because this fact of itself would cause those 
manufacturers of substitutes for cotton to successfully increase their substitute 
of synthetics and other fibers for raw cotton. 

I do not see why in our governmental operation we have to continually find 
some new way to do something when we have old ways that have worked suc- 
cessfully. 

In my opinion, this matter should be handled just as it was in World War II 
until that system is found to be sadly lacking in some regard, and then, if any 
change is desirable or necessary, it can be accomplished when necessary. 





APPENDIX 


(The following memorandum on the effect of ceiling prices on raw 
cotton was prepared by the staff of the Joint Committee on Defense 
Production :) 

Careful study should be given to our price ceilings on cotton. Failure to 
increase our production would be much more inflationary than to pay present 
cotton prices. 

Cotton for many years has been produced in competition with an extremely 
low wage level in other nations, and has been priced according to this level. The 
average world price level for all commodities for many years has been about 30 
percent less than that of the United States and there is a serious question in 
regard to the proper parity price for cotton which has been adjusted upward 
from a comparative price in 1910-14. The low living standard and income level 
of the South can be traced directly to the price of cotton as compared to goods 
and services produced in other States. 

A factor that has a very direct bearing on the price which society will have 
to pay for cotton is the law which establishes a minimum wage. The minimum 
wage has been raised to 75 cents per hour in industry and will indirectly affect 
the wage level paid by the cotton producer. For many years the southern com- 
missioners of agriculture have contended that the cost of producing cotton is 
1 cent a pound for each 10 cents per hour paid to labor. On that basis the current 
price would pay a wage level of about $4.50 per day which is extremely low when 
compared with $1.55 per hour for all industry in January 1951. 

There has been some mechanization in our cotton production but much of our 
cotton is produced in small acreages that use hand labor, It is important to 
keep up the production on these small farms, which some might consider in- 
efficient and submarginal, if we are to have enough cotton for our needs, 

In considering a proper price for cotton and the effect of cotton prices in an 
inflationary spiral, it should be remembered that the price of cotton is a very 
small part of the price of the finished product. In September last year the 
cotton producer received only 15 percent of the consumer’s dollar in the pro- 
duction of 42 products produced from cotton as the basic raw material. 

With the price of cotton such a small part of the final cost to the consumer, 
the primary consideration in price ceilings on cotton should be the most principal 
factor in preventing inflation—the production of cotton. As I have pointed out 
a short crop would be far more inflationary than a higher price level required 
to bring forth production. Because of the relatively small part that the price 
of cotton is in consumer expenditures, the current price level is not inflationary. 

Another important factor which is often overlooked is the importance of 
cottonseed oil. Its use in oleomargariné and as a cooking fat is an important 
part of our food economy. The price for soybeans at the present time can be 
traced almost directly to the curtailment of cotton production and the reduction 
in cottonseed oil production which has to be replaced by soybean oil. 

The present soybean acreage is almost directly equivalent to the reduction 
in our corn acreage. The expected increase in corn acreage will result in a re- 
duction in the acreage now in soybeans and will thus increase the need for 
cottonseed oil, which cannot be obtained except through an expansion in our 
cotton production. 

The expenditures for clothing and accessories not including shoes and ratio- 
to disposable income (income after taxes) is given in the following table. 
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Percentage of disposable income for clothing 
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1 Clothing and accessories not including shoes. 
2 Estimate, U. 8. Department of Commerce. 


Summing up this report, it would appear that the high cost of living is nothing 
more than relatively higher prices, a situation which we have had many times 
in our economy. Finally, that we cannot reduce the cost of living on a national 
basis through price changes. A 10 percent lower price for goods will force a 
10-percent reduction in our national income but will not reduce the percentage 
of income spent for food, clothing, and housing, or for food as a single item. 

The real cost of living can be reduced in only one way, by increasing per-man 
production. 

Cart H. WILKEN, 
Economic Analyst, Joint Committee on Defense. 


(Statement of the American Cotton Shippers Association and a 
letter from that organization to Price Stabilizer DiSalle regarding 
amendments to ceiling price regulation 8 :) 


AMERICAN CoTTON SHIPPERS ASSOCIATION, 
Memphis, Tenn., March 12, 1951. 
Hon. BURNET MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MAYBANK: As suggested at the hearing last Thursday, the 
American Cotton Shippers Association wishes to give for the record its views 
regarding the ceiling price regulation placed upon raw cotton. This association 
is a national trade organization whose members are cotton merchants handling 
approximately 95 percent of the cotton crop. Its membership includes also 
the principal members of the cotton-futures exchanges. Under ordinary market 
conditions these merchants furnish the producer with a daily market for his 
cotton and sell cotton constantly to the spinning mills of the world as they 
require it. 

Over a period of about 100 years the system of merchandising cotton designed 
to render the vital services mentioned above has been evolved through a process 
of trial and error to the point that the average profit of a cotton merchant is 
one-quarter to 1 percent of the gross business handled. Certainly, this margin 
of profit brought about through competitive endeavors is a small margin upon 
which to operate considering the risk involved, and can be easily wiped out by 
the ceiling order. 

Anything that is done to upset a machinery operating on such a small margin 
of profit must necessarily reflect either upon the price hereafter paid to the 
producer or asked from the mill. It certainly must widen the margin of original 
trading profit demanded by the merchant. It is sure to mean some increased 
cotton cost to the spinning mills of the world, and hence, though in small percent, 
the price paid by the consumer for his cotton cloth. 

We are not endeavoring in this statement to repeat the technical reasons 
which make raw cotton ceilings unworkable. The Department of Agriculture 
has already pointed out that enforcement is impracticable because of the varying 
classification of different grades and staples, different valuations as to tensile 
strength, spinning values, and minute color combinations, none of which are 
determined by any scientific method, so that the ceiling price on any particular 
bale is an undeterminable figure. We are sure that this situation will play into 
the hands of less scrupulous operators. We are not repeating the reasons why 
under a ceiling our normal functions of performing the essential merchandising 
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services are utterly disrupted by a market operating under a ceiling. These 
reasons have also been given the ESA by agriculture. 

The point we wish to emphasize to the committee is that the merchandising 
system cannot satisfactorily function in maintaining a market for the producer 
or a source of supply to the spinner, while operating under ceilings, nor do we 
believe that such ceilings on raw cotton are necessary to maintain an equitable 
price to the consumer, when more effective and less hurtful plans have been 
worked out by the Secretary of Agriculture. 

Yours very truly, 
ALLISON H. PELL 
(For American Cotton Shippers Association). 





FULBRIGHT, CrooKER, FREEMAN & WHITE, 
Washington, D. C., March 8, 1951. 
CPR S—American upland cotton. 


Hon. Mrcwaet V. DISAte, 
Director of Price Stabilization, Washington, D. C. 

Dear Str: This is a formal written request on behalf of the American Cotton 
Shippers Association to support the earlier verbal request made to you and 
your staff for amendment of CPR 8 to authorize the performance of forward 
contracts for the sale of cotton entered into before January 26, 1951, or before 
March 5, 1951, if valid under the GCPR. 

The following provision, which is in line with your action in CPR 6, section 
2 (d), in supplement 9 to the GCPR, and in supplement 1 to CPR 8 as to pro- 
ducers’ contracts, would accomplish this purpose: 

“Tf a written contract (including exchange of written or cabled offers and 
acceptance) was entered into on or before January 26, 1951, or on or before 
March 5, 1951, in accordance with the terms of GCPR, the seller may deliver 
such cotton at the contract price, provided that in the case of an unfixed ‘on call’ 
sale the price shall not excéed the contractually specified basis and the ceiling 
price for futures specified in supplement 1 to CPR 8.” 

The legislative history shows that section 402 (d) (1) was expressly intended 
to cover the type of contracts which are involved here. 

As originally introduced by Senator Maybank and as it passed the Senate, 
the provision covered contracts “for future delivery of materials processed from 
raw materials and particularly from agricultural commodities in which seasonal 
demands or normal business practices require contracts for future delivery.” 

It was called to the attention of the conferees that the same hardship and 
inequity existed as to the forward sales of the raw agricultural commodity as 
well as processed materials. Senator Maybank can confirm to you that, as a 
result, the conferees struck out the words italicized above. 

“Materials,” it should be noted, is defined in section 702 (b) to include “raw 
materials * * * products,” ete., so that the conference change clearly made 
the provision applicable to raw cotton. 

In the conference report it is stated that— 

“The conferees agreed to the Senate provision with an amendment making it 
applicable to all materials in which seasonal demands or normal business prac- 
tices require contracts for future delivery” (p. 14232, Congressional Record, 
August 31, 1950). 

It seems unquestionable, therefore, that raw cotton is covered if the contracts 
involved otherwise qualify. That normal business practices require contracts 
for future delivery in the cotton-merchandising business will be testified to by 
anyone familiar with the business. In statements made to BSA officials it has 
been emphasized that mills are covered by stocks or forward purchases up to 4 
months ahead. Round-the-clock contracts in which the mill contracts for its 
supplies at a rate of so many bales per month for a whole year are customary. 

That forward selling is a normal practice is further demonstrated by the fact 
that future delivery contracts on the exchanges are traded in 18 months ahead, 
and that large interests which are mostly hedge contracts are open in the contract 
delivery months as much as 6 months ahead. Merchants are delivering cotton 
to mills now on contracts made last fall and will continue to do so during the 
remainder of the old-crop period, if permitted. Cotton is harvested in the fall 
months, of course, and to assure themselves of a supply the normal practice of 
mills is to contract for their cotton then, particularly if it is of any unusual 
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quality. Every textbook and every trade expert will support the fact that the 
normal practice in the cotton-merchandising industry requires contracts for 
future delivery. As of February 1, for instance, 38 firms reported to the Univer- 
sity of Texas outstanding forward sales of 1,807,000 bales for shipment during 
the remainder of this crop season. 

The invalidation of contracts validly made prior to January 26, 1951, and even 
of certain contracts validly made prior to March 5, 1951, results in substantial 
hardship and inequity to sellers of cotton. 


DOMESTIC FIXED PRICE SALES 


The simplest case is that of the merchant who has made a forward round-the- 
clock contract for delivery of cotton to a domestic mill and covered himself by 
the purchase of the cotton which he now has in inventory. His sales price is 
above the ceiling, and he must either repudiate the sale or deliver the cotton 
at a lower price. If he repudiates the contract, of course, his legal sales price 
will still be the ceiling price. His margin is closely calculated, as a result of com- 
petition, and a difference of less than a cent can wipe out his profit and cause 
a heavy loss. The type of contracts which are likely to be caught in this posi- 
tion are those for qualities which have wide differences from middling fifteen- 
sixteenths, and whose base price was fixed by purchase of a futures contract in 
January. Since prior to January 26, 1951, mills were selling at wide and profitable 
margins, the only net result will be to increase the mills’ profit and impose a heavy 
loss on the shipper. 

A trade which prides itself on its narrow distributive spread and attempts to 
insure it by hedging is not in position to bear such losses. The spread allowed 
in CPR 8, 138 points for middling seven-eighths-inch cotton, is certainly not suf- 
ficient. The cost of buying cotton in Memphis and delivering it to Carolina mill B 
points is estimated at 154 points, as follows: 
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Under ordinary conditions the merchant can, by correct selection of the time 
and qualities to buy and sell, make a profit, but ceiling regulations, based on 
averages as maxima, make that impossible. This is referred to here merely to 
demonstrate that merchants are in no position to bear the cost of the roll-backs 
caused by CPR 8. 


MERCHANTS’ EXPORT SALES 


The same situation, in even more drastic form, exists as to certain sales for 
export. Foreign growths are selling more than 80 cents above United States 
cotton. If the American exporter is required to reduce his price it can only mean 
a cent or so per pound additional profit to the foreign mill, but again a heavy 
loss to the American exporter. Mr. Cohen has advised me that these sales by 
merchant exporters are not covered by Supplementary Regulation 9 to the GCPR. 
Certainly every consideration stated in that order is applicable here; and, if 
the order itself is not applicable, then the same principle should be applied, and 
it is cited as direct authority for this request. 

The export-cotton business has been conducted under the greatest difficulty 
this season. ECA must first issue procurement authorizations to the country, 
and they must give the mill a subprocurement authorization. Export licenses 
must be secured; and before that can be done the buyer has had to obtain an 
import license and exchange permit. Buyers in countries using free dollars are 
in about the same position. Since exporters could not know whether licenses 
would be granted, in many cases they would not let the buyers fix the price 
until the license was actually granted. Since January 26, 1951, it has been 
impossible to fix prices, and it is extremely doubtful whether they can be fixed 
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now, except by agreement, with the markets reopened under a 45.39 ceiling. 
Brazilian cotton was selling at 77 cents on February 21, and Mexican cotton 
at 80 cents, shipside, so that the price of United States cotton is very reasonable; 
and there will be no complaint from foreign buyers, unless they simply cannot 
get the cotton. Cancellation of these contracts will result in intergovernmental 
protests and international bitterness. 


UNFIXED “ON CALL” SALES 


In actual practice, most sales by merchants to mills are made upon a buyer's 
call basis. For example, the merchant has sold 100 bales to a mill at so many 
points “on” March, New York. To fix the price, the mill must buy a New York 
March contract for the merchant’s account. The points “on” the futures contract 
constitute the “basis,” and this must cover the merchant’s costs and his evalua- 
tion of the particular contract terms and quality compared to the futures contract. 
If this “basis” which was arrived at prior to January 26, 1951, plus the base 
price at which the mill may be able to buy the March futures contract which 
may be 45.39 cents, exceeds the mill ceiling price, then the contract price is above 
the ceiling price, and the contract is either invalid or the price must be reduced. 

The result again will be that the merchant who has his cotton on hand will 
suffer a substantial loss, since the effect of the purchase of the future by the 
mill for shipper’s account is also to fix the cost of his cotton to him as well as 
his sales price to the mill. To reduce his contract sales price but without any 
reduction of his cost price thus will cause extreme hardship, since merchant 
margins cannot possibly cover such a squeeze. 

Exactly this same situation exists as to unfixed “on call” sales for export, if 
the foreign purchasers are able to fix the prices by the purchase of futures, 

It is believed that the fact situations and the statutory terms require the 
validation of such contracts, even though the price is above the ceiling. 

If the mill succeeds in fixing the price by purchase of a March futures con- 
tract to hand to the merchant, recognition of outstanding sales covers the situa- 
tion mentioned. If the merchant does not have the cotton, but expects to get it 
on the futures contract or to buy it with relation to the price at which he in 
turn can sell the futures, he is entirely at the mercy of the futures markets. 

Over 1,517,000 bales of unfixed ‘‘on call” sales based on March, May, and 
July futures contracts are covered by CEA reports for February 16, 1951, 
and more are likely outstanding in the positions of merchants not in reporting 
status. 

It is believed by most merchants that, with a ceiling price of 45.39 cents on 
futures, it will not be possible for the domestic and foreign purchasers who hold 
unfixed “on call” purchase contracts to fix the price of all by purchase of futures. 
Merchants and mills, therefore, confront the problem of how to liquidate these 
contracts. Trade practice and custom attach the greatest sanctity to contracts, 
and neither party likes to refuse performance, even if the law permits or re- 
quires it. 

It is suggested that, as a minimum step, the performance of the contracts 
should be authorized at the price determined by the futures ceiling price plus 
the contract “basis.” Merchant sellers will then be in position to deliver to 
the mills cotton they actually have on hand, or are able to procure without vio- 
lation of the law. 

A more serious situation exists as to unfixed forward sale contracts against 
which the merchant holds no spot cotton. 

If the merchant cannot buy spot cotton at the ceiling price, then he cannot 
reach agreement with the mill as to the price if the mill is unable, as is antici- 
pated, to buy a futures contract. Contracts for hundreds of thousands of bales 
will thus be rendered inoperative, and there can be no question but what both 
mills and merchants will suffer. This will interfere greatly with the movement of 
cotton to the mills, both domestic and foreign. ECA delegations are already 
appealing to it and to the State Department for assistance. 

In the present situation, merchants unable to buy cotton at ceiling prices will 
have no choice but to tell their customers, both domestic and foreign, that they 
cannot recognize any “on call” sale which the buyer is unable to fix. They may 
also be compelled to tell the custumer with a fixed-price purchase that since cot- 
ton cannot be bought at ceiling prices it cannot be delivered. That point goes to 
the whole problem of whether ceilings on raw cotton do not cause more harm 
than they can possibly do good, but this letter is intended to ask ao ere | only 
for issuance of the provision stated on page 1 of this letter. 
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The validation of producers’ sales in supplement 1 was necessary and desirable 
and was supported by the merchants, but it-must be recognized that it increases 
the squeeze on the merchant whose high price purchases from producers were 
made in a strenuous effort to live up to his forward mill contracts. 

Everything which can be done to permit the continued flow of cotton to the 
mills will be in the interests of the whole industry and of the whole economy. 

Other questions discussed with you, with respect to simplification of the ceiling 
price on export sales, the correct ceilings for intermerchant trades, and whether 
any sound purpose is served by the mixed-and-odd-lot ceilings, will be presented 
separately when trade views become more definitely determined. The whole 
trade is still terribly confused and concerned as to whether any ceilings on raw 
cotton are practicable. 


Yours very truly, 
JoHN C. WHITE, 


Counsel, American Cotton Shippers Association. 
Copy to Senator Burnet Maybank, Senate Office Building, Washington, D. C. 
(Telegram from the National Cotton Council of America to the 


Joint Committee :) 
Marcu 7, 1951. 


Hon. Burnet R, MAysank, Chairman, 
Hon. Pavut Brown, Vice Chairman, 
Joint Committee on Defense Production, 
Washington, D. C.: 

The entire cotton industry appreciates your leadership in protesting the un- 
workable and unnecessary raw cotton price ceiling order imposed March 3 by the 
Office of Price Stabilization and urges you to continue the fight to rescind this 
order. 

First, it must be recognized that consumers are already fully protected by ceil- 
ings on the finished cotton products which they buy. The OPS states, however, 
that it is concerned lest substantial advances in raw cotton prices force increases 
in these ceilings. 

As you well know, the cotton industry is not seeking higher prices for cotton. 
Within the past few weeks leading representatives of the industry have worked 
out with the Department of Agriculture a cotton price stabilization program 
which would assure that cotton prices would not average for this year a figure 
higher than the OPS has prescribed. 

Therefore, the question at issue is not whether cotton prices should be sta- 
bilized, but how they should be stabilized. The cotton industry and the Depart- 
ment of Agriculture, which is the only Government agency qualified to deal with 
this subject, have recommended a stabilization program that will accomplish 
the objective without seriously disrupting the efficient operations of the indus- 
try. The OPS has insisted that it will not accept any method of stabilization 
except a fixed ceiling, no matter how much damage it may cause. 

Everyone familiar with the cotton industry knows that the damage will be 
enormous. Cotton’s highly efficient marketing system will be destroyed. Farmers, 
merchants, and mills who must depend upon that marketing system in their 
daily business transactions will suffer severe hardships and financial losses 
that cannot help but slow down their operations and greatly decrease their 
productivity. Since cotton ceilings cannot be enforced because of the nature of 
the commodity, all manner of bad practices and black marketing will inevitably 
develop. Finally, and most important of all, the greatly increased production of 
a 16-million-bale crop this year, which has been the goal of the Government 
and the industry ever since the present scarcity developed last fall, is being 
seriously jeopardized. 

Certainly the ceiling-price level of approximately 45 cents per pound which 
the OPS has set is not so low as to discourage production, provided farmers 
could have reasonable assurance that they would get somewhere near this price 
when they sell their cotton next fall. With the marketing system in a state of 
chaos and collapse, however, farmers and the banks and production credit 
agencies who finance them know that a crop of anything like 16 million bales 
could not be absorbed in the 3 or 4 months harvesting season without disastrous 
effects on the price. 

It is well known that fixed-price ceilings are neither practical nor desirable 
on some products. Raw cotton is one of them, as was recognized in World Wars 
Iand II. Section 402 (f) of the Defense Production Act wisely authorizes the 
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President to exempt certain products from price ceilings where such ceilings are 
(1) unnecessary or (2) not in the interest of national defense. 

The cotton industry sincerely believes (1) that a price ceiling on raw cotton 
is unnecessary in view of the alternative program that can be undertaken to 
effectively stabilize cotton prices, and (2) that such a ceiling is not in the 
interest of the national defense because of the serious damage it will do to the 
efficient operation and to the production of all branches of the cotton industry 
from farm to mill. 

We trust that you and the other Members of the Congress will continue your 
efforts to have the cotton ceiling order replaced immediately by a sound cotton 
price-stabilization program. 

Wma. Ruea BLAKE, 
Ezecutive Vice President, 
National Cotton Council of America. 


(Mr. Richard Orr, Davis-Orr Cotton Co., Huntsville, Ala., filed 
with the committee, via telephone, the following statement to be 
included in the record :) 


1. Contracts in before March 5 should remain in force at levels originally set, 
not at ceiling. 

2. A clarification of ceilings for split grades should be made, e. g., no provision 
is made for Bright Strict Low Middling which is between Low Middling and 
Strict Low Middling. 

3. A proper allowance for carrying charges per month or part thereof should 
be made. 

4. A board or office should be available to answer rapidly any inquiries. 

5. Allowances should be made for hedge costs. 

6. The ceiling differentials on the lower grades (below Middling) are based on 
last year’s crop in which there was a vast amount of low grade. This year there 
is very little low grade and it costs considerably more than it did last year. 

7. Any cotton in stock below Strict Low Middling will be subject to a consider- 
able loss in view of the regulation because of (a) rate, (b) carrying charges, 
(c) hedge cost. 


_ (Editorial from the March issue of South Carolina Farmer, pub- 
lication of the South Carolina Farm Bureau Federation :) 


To the average man who grows cotton, the action of Price Administrator 
DiSalle in clamping a ceiling on raw cotton just doesn’t make sense. Senator 
Maybank expressed the thoughts of several million southern people when he 
dubbed DiSalle’s action as “nonsense—just another bureaucratic order.” 

For every action, particularly for one of so great importance, there must be a 

reason. The public mind is confused as to Mr. DiSalle’s real reason for taking 
this action. Obviously, it is not in the public interest, it will not do the thing 
that Mr. DiSalle says that he intends it to do—work in the interest of the con- 
sumer to protect him against higher prices in clothes and cotton goods. Any 
third-grade school child of average intelligence would be quick to realize that 
only ceilings on cotton textiles would serve to protect consumers against higher 
yrices. 
' During World War II, ceilings on textiles with a free market operating under- 
neath proved fairly effective. Why does Mr. DiSalle evade the use of this method 
and insist upon trying something new that everyone who knows anything about 
the cotton industry knows will not work? 

Could it be that the huge profits being made in the textile industry have made 
the owners of this industry silent partners to Mr. DiSalle’s action in order to 
protect the wide spread now existing between the price that the farmer is 
paid for his cotton and the price that the consumer pays for textile products? 
Or could it be that the forces of organized labor, in the hands of its selfish 
leaders, are behind this movement to protect this wide spread in order that plenty 
of leeway be provided for justification of demands for increased wages. 

Almost 100 years ago Abraham Lincoln said, “Public opinion is everything. 
With it nothing can fail; and, without it, nothing can succeed.” In this case 
public opinion does not support DiSalle’s action. The public mind is confused. 
There is no clear picture of the need for or any sound reasoning behind this 
action. 

While “big industry” and “big labor” argue as to who is in charge of our 
Government, neither accuse agriculture of being in charge. 
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45.76 cents per pound as a ceiling would not be too bad if that were actually 
what the average farmer could expect as an average price for his 1951 cotton 
crop. During the fall months when farmers must dispose of their cotton, mills 
will be prone to buy sparingly because, under this ceiling on raw cotton, they 
would be protected against any advance in price. They would be sensible in 
waiting for a lower price. This depresses the market. Most of the 1951 crop 
must wait to find a ready market. This means that the farmer who produces 
cotton must take enough less than 45.76 cents per pound basis Middling 15-16 
to fully compensate those who buy and store this cotton for the expense of 
handling and storing and paying interest. 

So the prospect is for an average price to our South Carolina farmers for 1951 
cotton of something considerably below 45.76 cents per pound and perhaps much 
nearer to the prospective 90 percent of parity support price level of a little more 
than 30 cents. 

Experience has taught us (taught cotton buyers particularly) that farmers 
will not refuse to sell cotton at any price above the support price level. This 
support price cotton loan would afford farmers an opportunity to obtain 90 per- 
cent of its parity value and then store and hold and sell this cotton later; but 
experience has taught buyers of cotton not to fear this action, since farmers will 
not take advantage of it. If farmers would use this means of withholding the 
1951 crop from the market, the lid would blow off soon. 

The net result of the whole thing as it applies to cotton is this—farmers must 
again enter into the production of an unusually high-cost crop, with labor scarce, 
wages higher, fertilizer more costly, insecticides higher in price and short in 
prospect, and faced with a ceiling price but no real floor price. A big crop, boll- 
weevil damage, storm damage during harvest time, late picking due to labor 
shortage, drought, wet weather—anything can put a farmer’s average price far 
below ceiling or parity prices; but it takes good management, good luck, good 
weather, good machinery, good labor, and the good graces of the Almighty for 
him to come out anywhere near the point in profit that the pencil-pushers and 
experts tell the public that he has made. 

his ceiling price on raw cotton will have little direct effect on the farmer’s 
pocketbook until another crop is made. It will only serve to further confuse 
and discourage him—destroy his confidence in those charged with controlling his 
price destiny. Since the 1950 Defense Production Act authority for this kind of 
eentrolled economy expires next June 30, Congress will have an opportunity 
to take another look prior to extending authority for continuing this confusion. 
Senator Maybank, chairman of the joint Senate-House “watchdog committee,” 
seems in a mood to take a good look. 

Congress has conferred upon the President certain powers under the Defense 
Production Act of 1950. The President has in turn conferred upon Mr. DiSalle 
certain powers and responsibilities for doing a job of price control. Mr. DiSalle 
is besieged from every direction with suggestions and advice and demands that 
are conflicting. Perhaps he is doing his dead-level best under the circumstances. 

Having been a successful politician as mayor of Toledo is no qualification for 
being a successful Price Administrator. Complete lack of knowledge of the pro- 
duction, marketing, and processing of cotton perhaps made Mr. DiSalle easy to 
mislead in judging his duty with respect to ceilings on raw cotton. He has at 
least one good quality—that of determined action whether right or wrong. Sooner 
or later Mr. DiSalle will find out that he has made a mistake if he were sincere 
in trying to act in the public interest and not in the interest of some special group 
closely allied with the political kingdom of which he is a part. 

In the meantime, ceilngs on raw cotton, radio and newspaper publicity on mink 
coats and bribes, and shady political maneuverings are undermining public con- 
fidence in the integrity and ability and sincerity of many of those in high places 
in our Government. This Nation has more than once demonstrated its willing- 
ness and ability to gear into a war economy and to produce and win. The only 
thing that will eventually make this impossible of attainment again is the de- 
struction of public confidence because of the failure of our leadership. Our love 
of freedom demands action for the defense effort. That same love of freedom 
demands action »gainst Government regimentation and a tax-and-spend policy 
if it be only under the guise of emergency. 

Maybe Mr. DiSalle will soon become wise enough to substitute common sense 
for political sense. Let us hope that the present state of confusion does not 
last long enough to destroy public confidence and to wreck our national economy. 
Although there is not much in the picture at present upon which to base any 
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great degree of hope, we should produce all the cotton that we can this year 
without disrupting our individual balanced farm program in the hope that Con- 
gress will act, or that Mr. DiSalle will be forced to act, to correct this evil situa- 
tion before our crop is ready to market. 


(The Joint Committee on Defense Production has received com- 
munications protesting Ceiling Price Regulation 8 from the following 
persons and firms:) 


Alabama: 
Huntsville: 
Richard M. Orr. 
Robert B. Davis. 
Montgomery: Weil Bros. Cotton, Inc. 
Arizona : 
Phoenix: James B. Mayer, Agricultural Products Co. 
Arkansas: 
Oceola: 
B. D. Springfield, Brickey & Ayres Gin Co. 
W. C. Ayres. 
EB. L. Barnes, Jr. 
Parkin: Vernon Paul. 
California : 
Bakersfield : 
Cecil T. Jones, president, Kern County Chamber of Commerce. 
A. W. Noon, chairman, Kern County Board of Supervisors. 
Firebaugh: A. L. Fourchy. 
Fresno : 
M. L. Dudley & Co. 
V. J. Dinsmore, vice president, Western Cotton Shippers Association. 
H. 8S. Baker, president, Producers Cotton Oil Co. 
John J. Berkovich, Sunset Farms. 
W. D. Griffin, Producers Cotton Oil Co. 
J. E. O'Neill, president, O’Neill Farms, Inc. 
Florida : 
Palm Beach: Waiter G. Woods. 
Winter Park: John Ford. 
Georgia : 
Atlanta: 
J. M. Gloer, vice president and secretary, Atlantic Cotton Association. 
William E. Huger, Courts & Co. 
Columbus: Clifford J. Swift, chairman of the board, Swift Spinning Mills, 
Inc. ; president, American Cotton Manufacturers Institute. 
Grantville: W. N. Banks, president, Grantville Mills and Habersham Mills. 
Macon: Atlantic Cotton Mills, per George W. McCommon. 
Newnan: Manget Bros., Inc. 
Louisiana : 
Alexandria: R. H. Hill, southern cotton merchant. 
Mississippi (Sam Lumpkin, Acting Governor of Mississippi) : 
Canton: Canton Exchange Bank. 
Cleveland: Mrs. Florence S. Ogden, chairman, cotton committee, Bolivar 
County Farm Bureau. 
Greenwood : 
J. C. Lore. 
Greenwood Cotton Exchange. 
LeFlore Bank & Trust Co. 
Jackson: Leigh Watkins, Jr., secretary, Mississippi Bankers Association. 
Stoneville: Sam H. Coker, president, Delta Council. 
New York: 
New York: 
James A. Burns, 375 Forty-second Street, Brooklyn. 
Edward Charmack, 31 Granite Street, Brooklyn. 
William J, Eckhardt, 141 West Seventy-third Street. 
George H. Flotard. 
Robert Harris. 
William C. Hope. 
Sadie India, 1200 East Ninety-sixth Street. 
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New York—Continued 
New York—Continued 
Robert J. Livell. 
Florence R. Martine, 1284 Dean Street. 
Perry Moore. 
Edward F. O’Brien, 7 Belmar Court, Warwick. 
Enrico J. Oliveri. 
Anna M. Undreiner, 1386 Jefferson Avenue. 
Alvin Wachsman. 
North Carolina: 
Charlotte: Ben F. Maffitt, 137 Brevard Court. 
Gastonia: A. N. Garber Cotton Co. 
Rhode Island: 
Providence: Hazard Cotton Co. 
—_ a me (J. Roy Jones, commissioner of agriculture, State of South Caro- 
na): 
Anderson: EB. H. Agnew, president, South Carolina Farm Bureau. 
McClain, King & Co. 
Bennettsville : 
H. W. Blackmon. 
Will F. Tatum. 
McColl & Co. 
J. F. McLaurin, president, Carolina Ginners Association. 
Charleston: Charleston Cotton Exchange. 
Chesterfield: Calvin Rivers. 
Cli . 


0: 
A. G. Buckner. 
W. F. Koger. 
Clover : 
Bethel Gin Co., Guy Davis, manager. 
Hugh J. Love, manager, Clover Gin & Feed Co. 
B. R. Smith, manager, Community Gin Co. 
W. A. Love, Faulkner & Love Gin Co. 
N. B. Fuln, Flanagan Gin Co. 
J. I. Buice, Hickory Gin Co. 
Hill & Co. 
Justin H. Smith. 
W. Herbert Smith. 
Columbia : 
P. J. Boatwright. 
B. W. Capen, executive vice president, South Carolina Industries, Inc. 
John K. Cauthern, executive vice president, Cotton Manufacturers Asso- 
ciation. 
Cowpens: R. R. Davis. 
Dillon: T. C. McSwain. 
Basley : 
° D. W. Anderson, assistant vice president, Alice Manufacturing Co. 
Remson Bauknight, vice president, Alice Manufacturing Co. 
J. Lake Williams, secretary, Alice Manufacturing Co. 
Gaffney : 
J. C. Bonner. 
T. D. Gault, Sr., Gault Insurance Agency. 
A. Ray Godshall. 
Gramling: 
Henry Gramling. 
B. E. and B. M. Gramling. 
Greenville: 
A. M. Bradley, Bradley & Co. Cotton. 
J. R. Lindsay, J. Robert Lindsay & Co. 
David BE. McCuen, D. E. MceCuen & Co. 
G. Heyward Mahon, Hayward Mahon Co. 
E. W. Montgomery Co. 
R. C. Moore & Co. 
Wilkins Norwood. 
D. M. Richardson, Jr. 
Rutledge Hammond. 
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South Carolina—Continued 
Greer: R. M. Hughes, president, South Carolina Cottonseed Crushers Asso- 
ciation. 
Hartsville: Robert R. Coker. 
Heath Springs: 
C. K. Bridges. 
D. A. Bridges. 
J. M. Bridges. 
M. W. Cauthen. 
C. H. Robertson. 
C. S. Robertson. 
F. L. Robertson. 
J. T. Stover. 
Joanna: Walter Regnery, Joanna Cotton Mills Co. 
Kershaw: H. L. McPherson, Kershaw Oil Mill. 
Lake City: Joe H. Dew, Lake City Cotton Co. 
Latta: Houston Manning. 
Lodge: C. P. Key, director, South Carolina State Grange. 
McColl: McDonald & Bellinger Cotton Co. 
Mayesville: E. G. Spencer. 
Myrtle Beach: St. Julien Springs. 
Norway : 
G. M. Covington Sons. 
J. W. Williamson. 
Orangeburg : 
Sinkler Warley. 
Harry Young. 
Pendleton: E. N. Sitton, Pendleton Oil Mill. 
Rock Hill: 
F. M. Ashe. 
John M. Wheeler. 
Tom W. Willis. 
Spartanburg: 
J. C. Caldwell. 
J. L. Campbell. 
James A. Chapman, president and treasurer, Inman Mills and River- 
dale Mills. 
Wyndham S. Clark, president, Piedmont National Bank. 
T. W. Crews Cotton Co. 
Camp Croft Bonded Warehouse. 
James M. Day. 
Dixon & Co., Inc. 
John B. Edmonds. 
Charles N. Gignilliat & Son. 
W. P. Ligon. 
Kennedy & Price. 
Palmetto Bonded Warehouse. . 
Mathewes Sitton & Spencer, Inc. 
Frank B. Vincent, executive vice president, Citizens & Southern Na- 
tional Bank. 
Springfield : 
Olin K. Burgdorf. 
Ted Giraudeau. 
St. Stephens: 
R. B. Bobbitt. 
W. F. Breeland. 
P. P. Gourdin. 
W. P. Gourdin. 
St. Mathews: 
Henry L. Lake, secretary, St. Mathews Exchange Club. 
Frank M. Wannamaker. 
Sumter: 
F. R. Baker, Middleton, Baker & Co. 
B. J. Barnett, Inc. 
H. W. Tiller. 
Union: John M. Little. 
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Tennessee : 

Memphis: 
H. R. Altick, 161 South Front Street. 
H. R. Altick, Jr., 161 South Front Street. 
John D. Altick. 
Millard Bailey. 
Mrs. Joe Bauman. 
W. M. Bloodworth, Jr., 2318 Vollintine Avenue. 
W. W. Britton, Cotton Exchange Building. 
L. V. Butler. 
Charles Crump. 
Dabney Crump, 60 South Front Street. 
Theodore Crumley. 
George Darms, 255 South Somerville Street. 
J. Millen Darnell, 1621 Vinton Avenue. 
R. L. Fitzgerald. 
Raymond Fuchs. 
Jack Fulton. 
Joe Hausman. 
Blackburn Hughes. 
George W. Humphreys, 117 South Front Street. 
Fred J. Kelly, Memphis Cotton Exchange. 
Wanda Kendrick. 
W. J. Lance. 
Ted I. Lewis, 112 South Front Street. 
BE. R. McGee & Co. 
W. E. Marchman. 
Patricia Mercer. 
James R. Morris, Cotton Exchange Building. 
Charles H. Murphy. 
C. D. Petit, 27 North Outit Street. 
Paul N. Petit. 
Fred C. Reynolds, 1798 Central Avenue. 
Kenneth Ruble. 
Hubert K. Reese. 
Julius Saunders, 1122 Vollintine Avenue. 
Randolph Scott. 
Bmory P. Shaffer. 
Edith Hall Smith. 
Alexander Sprunt & Son, Ine. 
Oliver L. Stevens. 
Herbert J. Stuart. 
Ben Thomas. 
W. H. Thomas. 
Albert C. Thompson. 
BE. C. Trigg. 
Henry M. Turley. 

Memphis: 
Jackie VanZant, 535 LeMaster Avenue. 
Robert Wilkinson, Jr., Fairview Farms. 
John 8S. Williams, Jr. 
F. B. Williamson. 
John Williamson, Williamson Farms, 
Layton Wilson, 88 South Front Street 
M. B. Wood, 1027 Jefferson Avenue. 
G. B. Woolley, manager, Cotton, Fire, and Marine Underwriters. 
Southern Cotton Shippers Association, 

Texas: 

Corpus Christi: 
Francis B. Gibbons. 
Patricia Sheka. 

Dallas: 
Mare Anthony. 
James G. Jeffris, president, Dallas Cotton Exchange. 
Latta & Bourne. 
Eugene B. Smith & Co., Ine. 
Jack J. Stoneham, president, Dallas Cotton Shippers Association. 
C. L. Williams, Cotton Exchange Building. 
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Texas—Continued 
Garland: J. W. O’Banion, chairman, Farm Bureau. 
Houston : 
Will Clayton. 
J. M. Locke, president, Houston Cotton Exchange, 
Robstown: W. 8. Gandy. 
Vernon: 
M. K. Berry, chairman, agriculture committee, Chamber of Commerce. 
George W. Mainard. 
Luther Streit, Wilbarger County Farm Bureau Legislative Committee. 
Waco: L. T. Murray, executive vice president, Texas Cotton Association. 


x 








